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San Pacific 


There's Something about us 
we JUSt cant hide 


Why Should we ? 

Sari Ёзсєйс Jakarta is a very frrendiy 
hotel. Who else would send someone fo 
wait for you at The airport ina 
green Jacket with a pink. heart ? 

Гаї how heartwarming we can be. _ 
We fake care of you. Whether youre on E 
business on holiday ^ gout enjoy eun warm 
friendly Service, happy atmosphere. anol | 
Dod that’s foo good fo be frue . 
Afer. all, (TS not easy fo hide а horel 
with heart Is i? 
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| eople who check 
7 the people who check the people 
. . who check your aircraft. 


es КЕЕ? 
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Reductil 
Sneed sate 


technician who, in turn, is 
checked by a highly qualified 
engineer. And, after all that, 
there is the independent 
inspector from the technical- 


You might weil call it exces- 
sive German thoroughness 
that we don’t let our techni- 


cians work unsupervised on 
an aircraft until they have 


PETES? 


~ completed four years’ basic 


training and have at least 
eight years’ practical expe- 
rience. It goes without 
saying, however, that their 
work is still inspected by an 
even more experienced 


control department who 
reports directly to the Board 
of Management. 

We cali this Lufthansa's con- 
tribution to inflight relaxation 
- i's something we simply 
owe you and ourselves. 














à Look to London, not Hongkong 

`. The letter entitled Hongkong will regret 
B pitiless stance [18 Jan.] referred to Hong- 
kong people and their “display of insen- 
"s sitivi y” to the Vietnamese boat people. The 
er noted: "Hongkong people have sig- 








salle d their own death-knell. Come 1997 no | 


` tears will be shed for them. They will have 
Aa Ae uaa 










_ people that it should not pass without com- 
m ment. 
- The decision forcibly to repatriate was 
nm made in London, not Hongkong. Hong- 
__ kong is not self-governing, it is a British col- 
ony and the decisions now being made 
- about its future are made virtually without 
. reference to its people. 

, .. On the other hand, whatever happens 
c in n Hongkong in 1997 will happen to the 
- people of Hongkong, not to those who are 
. making today's decisions. 
. Hongkong | 
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Ü Indians could swing the balance 
_ Malaysia is moving towards a two-party 
_ political situation. The split from the United 
_ Malays National Organisation by Tunku 
_ Razaleigh Hamzah's group and its alliance 
_ with Parti Islam has resulted in an almost 
- 90-50 split i in the Malay vote. To tip the ba- 
_ lance in his favour, Razaleigh needs the 
` support of the non-Malays. The Malayalee/ 
. Tamil split in the Malaysian Indian Con- 
` gress has come at an opportune time for 
_ him. The Sikhs, Ceylonese, Hindu Tamils 
. would gladly join the Malayalees under а 
^. new political banner. Razaleigh already has 
... the support of the Democratic Action Party. 
_ Can he formulate a common political ideol- 
= ору to woo more Chinese support? 
^ Kuala Lumpur ALAN G. SCHARENGUIVEL 
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By subtle manoeuvring, Devi Lal has 

sted hi lian Prime Minister 
P. Singh and become his deputy. The 
hs have not forgotten that this is the 


ar ryana against the Sikhs. 
the Sikhs to attend an all-party 
о solve the ни problem is 


as Lal. did. зен ай ‘Sikh detainees are 
released, anti-terrorist laws мырт and 
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VOBREDOEAGTERN. 


iponse is so typical of the misun- 
g of the situation of. Hongkong's. ; 


“orientation” 





LETTERS TO THE EDITOR 
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step. But whether he can achieve that over 
Lal’s objections is another matter. Singh 
should be under no illusions: Lal wants to 
be prime minister and at 74 he is aware that 
time is running out. 

Seremban, Malaysia ‘OVERSEAS PUNJABI SIKH’ 
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ы Trade is the answer | 
IRA lesson in diplomacy [16 Nov. '89], it 
` Was reported that Taiwan investments апа 





trade had Brown very fast due to the 


sessment. Federation of Filipino-Chinese 
Chambers of Commerce and Industry vice- 
president Lucio Tan supports improved 
Peking-Manila relations. Other Filipino- 
Chinese business leaders boosting China- 
Philippine economic exchanges and ties in- 
dude William Tiu Gatchalian, of Equitable 
Bank, and many others. 

The reason Taiwan's business with our 
country is bigger is due to its larger interna- 
tional trade compared with China. Taiwan 
may be rich now, but China has a greater 
long-term potential. I am a South Korean 
businessman who deals a lot with Filipino- 
Chinese businessmen, so I understand 


their experience. 


Pusat G. C. LEE 
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Thais keep regime in power 
The Thai Government policy of support for 
the Burmese military regime will do irrepar- 
able damage to the future of bilateral rela- 
tions. The human-rights situation in Burma 
remains one of the worst in the world. 
Thousands have been jailed, tortured or 
killed in the past 18 months. At the border, 
the Burmese army is beginning an offen- 
sive that may lead to thousands more 
deaths and the displacement of dozens of 
villages. 

The Thai Government, by entering into 
commercial relationships with the Rangoon 
regime, has played a direct role in helping 


that regime stay in power. The logging and 


fishing concessions that Thai companies 
have bought will provide Rangoon with the 
hard currency it desperately needs to buy 
new military supplies from abroad. Also 
they will do untold damage to Burma's 
(and Thailand's) environment. 

Since September 1988, the Thai Govern- 
ment has consistently refused to consider 
asylum for Burmese students and other dis- 
sidents fleeing to its country hoping for 
protection. These brave young men and 
women have risked their lives fighting for 
democracy and human rights. The Thai 
Government has repatriated at least 1,000 
Burmese students. Many are in jail now. 
Others have been ке. 


| hope that. one day there wil 


of most Filipino-Chinese 
business tycoons. I disagree with this аѕ- 
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The Students - Federation of Th 
and many Thais have show 
support that the future o 
lations could be bright. But th 
Thai Government makes more diff 






: between а democrat 
democratic Thailand. 
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Defenders from the Left FN 
[ am disappointed that Michael Vick 
[LETTERS, 11 Jan.] should have found 
necessary to resort to sarcasm to respo 
to my point that from 1975-78 several p 
inent members of the American Left 
fended the Khmer Rouge. regime again: 
their critics and bep. praise on tha 

gime's “agricultural reforms" and api 
tural revolution." = 

To refresh his memory; I Would respec 
fully suggest that Vickery re-read Georg 
Hildebrand and Gareth Porter's 1976 book 
Cambodia: Starvation and Revolution an 
Noam Chomsky and Edward Herman 
1979 book, After the Cataclysm. Hildeb 
and Porter defended the policies of th 
Khmer Rouge regime and praised it 
ricultural revolution. Chomsky citec 
congressional testimonies by David Chan- 
dler and Porter to dismiss as "myth" 
allegations that "the leadership of Den 
ocratic. Kampuchea adopted a policy of 
physically eliminating whole classes of 
people." 

Interestingly, Chomsky in 1977 cited the 
writings of Vickery to refute refugees’ tes. 
timonies on abusive conditions in Ci 
bodia. Vickery was quoted as equating 
forced relocations from Cambodian cities as 
comparable to “basic policies considered E 
bourgeois economists and political 
tists to be rational and practical for i 
try with problems similar to Cambodi 





Washington 


Glasshouses and all that 
One of the most enjoyable fe 
REVIEW is TRAVELLER'S TALES. It is 
teresting when your own articles giv 
rial for the column. In Modernity's ү 
ous father [COVER STORY, 28 Dec. '89 
state that the Siam railways were i 
rated by King Chulalongkorn in 1 
symbol of European unity?). 
Grenada, West Indies REGULC 





Je pho tograph accompany ino Am 
believers [25 Jan. 1 wns ofS Side кі ара, 












Events à concerning 
: Hongkong i in the | 
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` trends are reversed 





dicated London has little stomach for 
ang on. Peking: Hurd returned to the 
_theme of “convergence,” whereby pre- and 
- post-1997 political developments in 
d Hongkong are to show a seamless 
. continuity. With a Peking-appointed 
committee, now close to finalising 
Hongkong's post-1997 constitution, having 
ignored the howls of local protest at their 
arlier drafts, Britain has let China call the 
tune. The passports package offered to 
Hongkong people by London is being 
deliberately undercut by a Chinese vegbal 
campaign. At this critical moment for the 
'rritory's future, REVIEW editor Philip 
Bowring and Hongkong correspondent 
Emily Lau present the parlous state of 
Hongkong's confidence and outline the 
romises broken by Britain and China. 
nd the REVIEW sets out what it believes 
must be done on the British side to keep 
HN with the people of Hongkong. 16 
SE “Cover illustration by Morgan Chua. 

































INTELLIGENCE 


Development Blues 

Thai businesses’ assault on public land is 
gearing up. While public opposition 
grows over Thai Government~backed 
wiss financier Bruce Rappaport's plans 
ra massive resort to be developed 
partially on public beaches in northern 
Phuket, powerful Thai investors plan a 
private yacht club on public land at Nai 
Harn beach in southern Phuket. A Baht 
1.4 billion (US$54.5 million) private yacht 
basin with condominiums, sport facilities 
and hotels has been proposed for the area 
by the Phuket Yacht Club, sponsors of an 
annual regatta from Nai Harn Bay. Thgir 
proposal would cut out about a third of 
e public beach, establish two — currently 





its return to Chinain 
1997 will turn out to 
be a mirage, unless - 


r int Toren $ Secretary Douglas Hurd 
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Dame Lydia lobbies Thatcher (16). 


Regional Affairs 


Detence : Soviet Initiative 

The main impact of Soviet plans to reduce 
its air and naval forces stationed at 
Vietnam's Cam Ranh Bay is likely to 
emerge in the debate over the future of 
US bases in the Philippines 8 


South Korea : Party Merger 

Plans to form a grand conservative _ 
coalition of three parties could increase 
tensions in the country’s 

regions 9 


Japan : Emperor 

An attempt by an extreme nationalist to 
kill the mayor of Nagasaki heralds a 
nervous year for Japan as it prepares the 


formal enthronement of Emperor 
Akihito 10 


illegal — breakwaters in the bay and 
create a yacht basin out of publicly owned 
wetlands behind the beach. Meanwhile, 
construction giant Italthai has been 
blasting a tunnel of dubious legality 
through a coastal park in Krabi province 
opposite Phuket. The tunnel will connect 
a beach that was once part of the park, 
but has come into Italthai's ownership. At 
the same time, Agriculture Minister 
Sanan Kachornprasart is pushing for a 
dam in the centre of Khao Yai National 
Park east of Bangkok, that would provide 
water to private resort builders around 
the park, as well as nearby corporate 
farms. 


Back to the Table 


Another attempt to forge agreement 

among the warring Cambodian factions is 
likely to be held in Jakarta in the last week 
of February, Foreign Ministry sources in 
Jakarta say. Cabled invitations are in the 
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udde 1 warming of iles between 
arta and Moscow worries staunch 


: anb-communists i in the military 15 
‘Malaysia : : Scandal 


The country is in the ‘thoes of a rare вех. 
scandal after a senior parliamentarian is 
linked with pornographic videotapes. 2 


Mongolia : Democracy Movement 
Mass rallies organised by the Ae - 
Democratic Union force the ruling — — 
communist party to hasten political | . 
reforms and economic ишш | 21 2 | 


China : Military 

Evidence is emerging that military | E 
opposition to last year's crackdown on the * 
pro-democracy movement was more — 
widespread than previously Mongar 22 a 








Singapore : Diplomacy - | E 
Prime Minister Lee was in. Hongkong on 2 
a ‘private’ visit but appears to seek the | 
role of honest broker in China's | 
reunification 23 


Vietnam: Political Reform = 

A politburo member warns. party officials 
that they must respond more quickly to 
the growing desire of the ere for more | t 
democracy 24 3 ve 


process of being sent and interpreters _ 
have been alerted. The talks will resemble 
the two previous Jakarta informal 
meetings, and will be dubbed JIM 3. 
However, they will differ in some = 
respects. For the first time, aside from the 
six Asean states, the four Cambodian 
factions, Laos and Vietnam, there also 
will be delegations from France and 
Australia. The Australian delegation will . 
attend in the capacity of a "resource — 
delegation.” Possible dates range from the 
19-21 February, to the last three days of 
February. 


Adventurous Capital 
The Lippo Group, one of Indonesia's. 
leading financial conglomerates, will soon 
launch a US$30 million venture-capital 
fund, the country Myst, Run from P 
Hongkong by Lippo' s fund management . 
arm, the new fund will seek to invest in - 
promising unlisted companies in | 
























| - Censors cut Taiwan documentary on | 
ая forestall offending Peking 28 


у holly c | owned bank 37 


а oneri labour market, brie 
Kers seem. prepared to accept > 
moderate wage rises this year 39 


| = Taiwan : ‘Companies | е 
2 Backed by good political. connections, К 
_ Jeffrey Koo is trying to build his family’s _ 


group of companies into Taiwan's first 
global financial empire 40 


. Indonesia : Policies 


"Some businessmen and economists are 


B worried by President Suharto's plan to 






s : | : 
US manufacturers abandon a joint- 
_ global memory-chip market 34 


ub Taiwan: : Economic Relations 


P venture attempt to win back a slice of ds : 


| promote cooperatives 42 


Papua New Guinea : Economies 


.. Mothballing of the Bougainville copper 


mine highlights mounting economic 


woes. 44 


| India : Taxation 
~ Local taxes hamper efforts to simplify the 
tax system 44 


Philippines : Companies 


< Hongkong-based Kuok Group launches а 


... Taipei $ bid to gain membership of ce ES. 


_ while China's own application is stalled, 


_ _angers Peking 36 


v Pakistan:Insurance 
| cuu Karachi company causes a stir by 





Kidnapping а ransoms 36 


Indonesia. Lippo is already assembling a 

US$30 million Indonesian equity fund to 

be listed on the Singapore stock exchange, 
: probably later this month. 


` Disinformation Damage 


` Thai Prime Minister 
Chatichai 





calcu ated ! to E ж z 
his government's 
_ Stability. The latest 
^ rumour, passed on to 
^ a Thai media which often publishes 
"E political stories based on dubious sources, 
.. had it that the рї minister was about 
^ toorder army commander Gen. Chaovalit 
Yongchaiyut to relinquish his post — only 
reeks after Chatichai. had РИУ 


Chatichai. 









P1 billion share offering for its Philippine 


property affiliate 49 


Thailand : Companies 


— Thai financiers are poised to make their- 


ducing an insurance policy covering. | 


first foray into regional stockbroking with 


a US$18 million buyout of First Pacific 


Securities 50 


lie C 


indicated that he wanted Chaovalit to join 
his cabinet, and then succeed him as 
premier. Chatichai reacted to the rumour 
by instructing his intelligence aides to 
investigate and put an end to the flow of 
political disinformation. 


‘Workers’ Woes 


À four-member Indonesian delegation 
will shortly visit Washington to respond 
to charges of labour rights' violations filed 
by the AFL-CIO, the US national union 
organisation. The delegation will be led 
by Junior Minister of Trade Sudrajat 
Jiwandono. The AFL-CIO petitioned the 
office of the US Trade Representative 
(USTR) to review Indonesia’s performance 
in protecting workers’ rights. At stake is 
Indonesia's continued access to reduced 
trade tariffs under the generalised system 
of preferences (GSP). The union 
organisation has cited Indonesia for 
worker rights' violations three vears 
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A patent on IM 58 


Shroff =< | 
China's thirst fort power 56 


Travellers Tales 27 


running. The USTR is to announce in April 
its decision regarding Indonesian access 
to the GSP. Other countries under review - 
this year include Benin, the Dominican => 
Republic, Nepal and Thailand. ye 


Big Store Flaw 
Pressure from Japan’s ruling Liberal 

Democratic Party (LDP) has forced the 
Ministry of International Trade and 

Industry (Miti) to postpone plans for 
liberalising the retail distribution system. 
until after this month’s lower-house 
election. A Miti advisory council, which - 
reported last summer, suggested various © 
reforms to the Big Store Law — legislation 
which effectively gives local chambers. 
commerce the right to vet the opening g 
large retail outlets. But the ministry so fi 
has failed to act on the recommendati 
which would hurt small retailers who. 
support the LDP. Miti says the law. vill be: 
reformed “in due course.” ee 











в Susumu Awanohara in Washington | 
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“ч he principal significance of the 
<1 Soviet. Union's proposed reduc- 
ton of its air and naval forces 
based at Vietnam's Cam Ranh Bay 
; ану will Бе its political impact on the 
.coming US-Philippine bases negotiations, 
апу unilateral Soviet cutback will encour- 
e those who want the US to scale down 
сог end its military commitment in the 
Philippines, RONDE to analysts in Wash- 


















_ This move supported remarks by Soviet 
oreign Minister Eduard Shevardnadze, 
who told a delegation of US senators in 
Moscow that there would soon be no 
viet military in Asia beyond the country’s 
own. borders. Shevardnadze also ask- 
ed the US to consider reducing its own 
orces in the region. However, the Soviet 
itiative did not impress defence analystg 
Washington. А US Department of De- 
ence (DoD) spokesman told the REVIEW 
that "the Soviets have been drawing down 
their forces from Cam Ranh Bay over the 
ast several years" in line with an over- 
_all reduction in their overseas commit- 
ments. 
-As of early January, there were still 14 
-TU16 Badger bombers, a squadron of 14 
.MiG23 fighters, several Bear anti-sub- 
marine and reconnaissance aircraft and an 
average of 15-20 warships and support ves- 
ls at the base, the official said. The official 
would not confirm reports that all the 
iG23s and about half the TU16s had been 
ently withdrawn, but said, without 
borating, that "the Soviets 
те continuing to upgrade 
the base's] infrastructure." 
‘The US State Department, 
Ње other hand, welcomed 
rts of the Soviet draw- 
т. "We anticipate that less 
t military involvement in 
theast Asia would contri- 
te to regional stability and 
efforts to achieve a com- 
hensive political settlement 
the Cambodian conflict." 
ention of a Cambodian set- 
ent led to some specula- 
tat the Soviets were pull- 
out of Cam Ranh for some 
ro quo from China over 
b din, but this could not 






































mulls Soviet plan to reduce Vietnam presence 


DEFENCE 


























Many experts here say the latest Soviet 
force reductions in Vietnam are strategi- 
cally insignificant, despite the US military's 
past efforts to inflate their "threat" value 
when seeking to justify the continued 
presence of US bases in the Philippines. 
However, some analysts say that the Soviet 
cutback's main effect, if not purpose, is 
to boost the cause of Filipino nationalists 
and US critics of the bases — including 
legislators impatient to scale back US de- 
fence spending. The next round of US- 
Philippine bases negotiations for the years 
beyond 1991 is scheduled to begin in a few 
months. 

Nevertheless, the Soviet initiative is cer- 
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tain to increase pressure on the US to re- 
duce its military presence in the Philippines - 
and force it to rebase key naval and airforce 
units elsewhere in the region, which the US 
can ill afford. After the Philippines pushed 
for a huge increase in the funds it receives 
for hosting the US bases during the mid- 
1980s, DoD contingency plans showed the 
bases could be replaced by facilities else- 
where. But a 1986-87 study commissioned 
by the Commander in Chief of the Pacific 
Command (Cincpac) for the. Washington- 
based Joint Chiefs of Staff, showed if Clark | 
Air Base and Subic Вау Naval Station were - 
duplicated at sites in the US territories of 
Guam, Saipan, Tinian and American 
Samoa, it would cost a maximum of 0558 
billion, sources say. 

The second phase of the Cincpac study 
in 1988-89 examined the possibility of dis- 
persing the functions of the Philippine 
bases to various facilities outside US terri- 
tory, including sites in Australia, Brunei, 
Diego Garcia, Malaysia, Okinawa, Papua 
New Guinea, Singapore, South Korea and 
Thailand. The costs for these options were 
also found to be high. 


hereas the Cincpac studies 
focused on redeploying forces 
from the Philippines without 

reducing their operational 
strength, a DoD review of Pacific forces now 
under way is considering significant cuts in 
the US presence in the region. Some de- 
fence analysts have been arguing that 
changes in the global strategic balance. — 
of which the Cam Ranh Bay initiative is 
only a fragment — as well as ` 
the debate on US economic © 
and fiscal problems, make 
such an appreciation essential 
and timely. In ана some 
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ү fleet in the medium term, : 

~~ lenging Japan as ı 

| US: to теп | 1 : 1 Kt : 
priorities, = 

China, ‘the other major 

; power in 1 the region may be 








-musde with the Soviet draw- 
down — particularly in its dis- 
pute уі Vietnam over the 
Spratly Islands in the South _ 
China Sea. Although the Soviet 
Union had. dista | 
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from backing Hanoi over the dispute, the 
presence of its aircraft and warships at Cam 
Ranh Bay were a complicating factor for 
China's strategists when considering mili- 
tary options in the area. 

According to Chinese sources, the 
Soviet personnel at Cam Ranh Bay have 
been helping to service the aircraft of the 
Vietnamese air force, thus alleviating the 
technical and financial problems Hanoi has 
had in keeping its 36 MiG23s operational. If 
the Soviets pull out their own aircraft and 
technicians from Cam Ranh Bay facilities, it 
could seriously impair the capability of the 
Vietnamese air force. This could in turn af- 
fect the military balance in the Spratlys area 
because this is where the Vietnamese air 
threat has been the main military deterrent 
against the Chinese, who hold an over- 
whelming naval superiority. 

The DoD review is part of the five-year 
defence plan which Defence Secretary 
Richard Cheney will send to the US Con- 
gress by 1 April. While it is expected to con- 
centrate mainly on the issue of US force 
levels in South Korea rather than the Philip- 
pines, it may well suggest changes to the 
latter ahead of the scheduled US-Philippine 
bases negotiations. One DoD briefing paper 
written for the review process reportedly 
said: "Despite US support to the Philippine 
Government during the recent coup at- 
tempt, it is not likely that US forces will be 
based in the Philippines beyond the end of 
the century." 


John McBeth writes from Manila: Al- 
though the Philippine media covers every 
nuance in the US bases issue as if the des- 
tiny of the nation depends on it, there has 
been surprisingly little coverage of the 
Soviet announcement to cutback it forces in 
Cam Ranh Bay, and even less official reac- 
tion. Echoing the sentiments of his US 
counterparts, one Philippine air force gen- 
eral said a drawdown in the Soviet pre- 
sence in Vietnam made little difference “be- 
cause the bases were here long before the 
Soviets ever set up shop in Cam Ranh Bay.” 

Filipino commentators in general do not 
appear to appreciate at this point how the 
withdrawal, coupled with the dramatic 
events in Eastern Europe, could encourage 
the US Congress to cut back the country’s 
global defence expenditure — and by ex- 
tension how this could affect the US 
negotiating position on the future of the 
Philippine bases. In urging at least a 10-year 
extension to the bases agreement, the US 
has pointed to the continued importance of 
protecting the sealanes between the Pacific 
and the Indian Ocean and the inability of 
the Philippine navy and air force to patrol 
the country’s coastline or its 200-mile eco- 
nomic zone. Because the US has a revolv- 
ing five-year ec ns plan, in which 
budgets are projected well ahead, US offi- 
cals say a five-year lease extension “is the 
equivalent of bye-bye." ж 
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Three parties plan a conservative coalition 


Rightward 


By Shim Jae Hoon and Mark Clifford 
in Seoul 


resident Roh Tae Woo has sprung a 
political surprise by announcing the 
merger of the ruling Democratic Jus- 

tice Party (DJP) with two conservative oppo- 

sition groups. The new Democratic Liberal 

Party (DLP), which will be formed by amal- 

gamating the ruling party with Kim Young 

Sam’s Reunification Democratic Party (RDP) 

and Kim Jong Pil's New Democratic Repub- 

lican Party (NDRP), signals a dramatic re- 
drawing of the political map. 

The conservative coalition, modelled on 
Japan's ruling Liberal Democratic Party, has 
the potential to wipe away much of the 
inter-party feuding which has characterised 
South Korean politics for the past 30 years. 
But it may do so at the cost of growing 
intra-party factionalism and tension among 
the country's geographic regions. 

The new DLP would replace the current 
four-party arrangement, which emerged 
from the legislative elections of April 1988, 
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Kim Young Sam, Roh, Kim Jong Pil: coalition of convenience. 


with a bipartisan system dominated by a 
ruling party controlling as many as 221 of 
the national assembly's 297 seats. Roh's rul- 
ing DJP has only 127 seats. Kim Dae Jung's 
Party for Peace and Democracy (PPD), cur- 
rently the largest opposition party, would 
be overshadowed by the new coalition. 
“This amounts to a political coup 
d'etat," an angry Kim Dae Jung said after 
the announcement. “You don't betray the 
voters' mandate like this without a new 
election to test their opinions," he said, de- 
manding a snap election to see if voters 
wanted to scrap the four-party set-up. 
The formation of the new party also 
reflects the weakness, rather than the 
strength, of its constituents. The two small 
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opposition parties have finanical difficul- - 


ties. For his part, Roh has had problems 
controlling his party factions, which were 
already beginning to fight for the right to 
succeed him. The president apparently de- 
cided the safest course would be simply to 
pre-empt two of the opposition Kims by in- 
viting them into the ruling camp. While a 
struggle to succeed Roh is still likely to take 
place, if the merger goes ahead it will occur 
within an expanded ruling camp. 

Kim Young Sam's decision to cast his lot 
with Roh reflects his ambition to head the 
government. His aides say he hopes ini- 
tially to become prime minister and then 
run for the presidency. "When Kim Jong 
Pil makes this kind of a switch, I can per- 
fectly understand him, for he comes from 
the authoritarian system of [late president 
Park Chung Hee], but I don't understand 
Kim Young Sam, for he's ruining his 
lifelong struggle for democracy spanning 
some 30 years," Kim Dae Jung told the 
REVIEW. 

e However, it is Kim Dae Jung who faces 


ү 


more dangerous, if morally less culpable, 
prospects than Kim Young Sam. A group 
of Young Turks within the PPD, anger- 


ed by their boss’ “authoritarian way of | 


running the party” as much as his refusal to 
compromise with Kim Young Sam, are 
threatening to leave the party. Made up 
largely of first-term legislators elected from 
districts outside Cholla, they are thinking of 


joining forces with a similar group of young — 


representatives who may bolt the RDP in 
protest against the merger. These legis- 
lators hope to form a ефир independent of 
the two Kims, who have dominated oppo- 
sition politics for almost 20 years. 

* To formalise the merger, the parties will 


set ир a 15-member committee to draft a _ 
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ау. 
‘the party is offically 1 banked it is 
ted to be run by a collective leader- 
ip of five “supreme councillors,” includ- 
g one from each of the three parties. One 
зе remaining councillors is expected to 
{тот Cholla, where Kim Dae Jung's 
support is concentrated, and the other will 
be an independent. 
~The new DLP is expected to push 
rough a constitutional. amendment to 
ange the current presidential system of 
'vernment to a parliamentary one. Roh 
and his two new supporters said they are 
rying to follow a Japanese model in order 
to usher in an era of political stability so that 
еу can better deal with challenges of 
reunification talks with North Korea. 
. One potential danger of the new coali- 
tion is that it further isolates the tradition- 
ally anti-government Cholla area rep- 
resented by Kim Dae Jung. Regional an- 
agonisms have sharpened in recent years, 
d the Cholla region is still smarting from 
the governments suppression of the 
<wangju uprising in 1980, in which some 
00 people died. 






























































"t still remains to be seen whether the 
coalition. сап work. Even less certain 
.is whether it will be good for the 
development of South Korean politics, 
which for the past two years has beer? 
nore. open than at any time since the 
republic was founded in 1948. Unlike 
pan, South Korea has growing economic 
а social divisions which an unchalleng- 
ed ‹ conservative party may be unable to 


bates o over а апа morality, ques- 

‘which may not be resolved by the 
x ٤ party: “We were tortured for 30 
years,” said a former political activist, now 
ап RDP member. “The military has domi- 
d politics here. Japan had no torture, 
no moral problem, while we have had a 
political conflict.” The inclusion of Kim 
ng Pil) who founded the КОСА, only 
ichtens the problem in the eyes of many 
younger party workers. 

The three parties, however, have picked 
ble timing to merge. Radical activists 
' lost support in the past year, as the 
` middle-class has wearied of their 
ng confrontational tactics. Violent 
tions, involving the hurling of 
petrol bombs, have done nothing 
support. Unauthorised trips to 
h Korea in the past year by Rev. Moon 
wan and student activist Lim. Su 
ng, have also turned sentiment again- 
те radicals. This apparent weariness 
- politics, afté the bickering and 
ls of the past five years, may work 
our of the new coalition and against 
у. л to. build iri left-of-centre* 


Right and Left e. rtremists threaten ent 


Food for thou 


By Charles Smith i in Tokyo 





n attack on the mayor of Nagasaki, 
A Hitoshi Motoshima, by a member of 

an obscure rightist organisation on 
18 January may have been a warning that 
political extremism is about to enter a new 
and more active phase in Japan. 

The ostensible reason for the incident, in 
which Motoshima was shot in the chest 
(but not killed) by a 40-year-old gunman, 
was the mayor's statement more than a 
year ago that the late Emperor Hirohito 
bore some responsibility for Japan's con- 
duct during World War II "as well as all of 
us who lived at that time." But the action 
may also have had a forward-looking sig- 
nificance. 

The attack came two days after a prom- 
inent leftist group, the Chukakuha (Middle 
Core Faction), had claimed responsibility 
for firing a rocket into the grounds of the 
residence of one of the late emperor's 
younger brothers in Tokyo and a day be- 
fore the government was due to announce 
the dates for a series of ceremonies to mark 
the new emperor's enthronement in Nov- 
ember this year. 

The enthronement ceremonies are seen 
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hronement ok 


by analysts as a likely target for both sets of 
extremists. This is because they will pose 
the question of how far Japan has really 
departed from the pre-war system under 
which the emperor was invested with a 
mystical significance as the head of a state- 
sponsored Shintoist religion. 

The more public of the two ceremonies 
will be the new emperor’s formal public en- 
thronement on 12 November, but politi- 
cal controversy centres on the Duijosai or 
"Great Food Offering" ritual on the night 
of 22-23 November. The Daijosai, during 
which the emperor is said to be impreg 
nated by the gods and thus himself be- 
comes divine according to pre-war Shin- 
toist belief, poses problems because Japan's: 
post-war constitution proclaims the separa- 
tion of government and religion. 

In accordance with the constitution, Em- 
peror Hirohito explicitly renounced his di- 
vinity shortly after the war, but public opin- 
ion polls show that a small minority of the 
population, probably somewhere between 
2-3%, still considers. the emperor to be 
"something like a god." 

The government has tried to decouple 
the constitutional and religious questions 
by saying that Emperor Akihito's Dazjo- 


Recruit scandal haunts Nakasone at the polls 


End of the road 


apan's long-running Recruit share- 
peddling scandal was officially 
“closed” in May last year with the 
completion of the public prosecutor's in- 
quiry and a number of highly publicised 
arrests. 

But the affair could come back to haunt 
former prime minister Yasuhiro Nakasone 
in the elections to the lower house of parlia- 
ment later this month. 

Although not technically a member of 
the ruling Liberal Democratic Party (LDP) 
since the Recruit affair, Nakasone seems 
determined to win re-election in Gumma 
Ш, the mountainous multi-member consti- 
tuency north-west of Tokyo which he has 
represented since he first entered politics in 
1947. 





Preliminary soundings in the consti- Һа 
tuency suggest that his involvement with fath 


“dynasty.” Nakasone's son, Hirobumi, who . 


the Recruit affair, which occurred during .. 
his premiership, could cause him to sink to. 
the last place among the four MPs likely to 
win re-election from Gumma Ш. At worst - 
Nakasone even faces defeat by an upstart 
independent candidate, 46-year-old Kunio 
Sato, who is running on a “clean politics” 
platform which seems specifically aimed at 
the former premier. — 

Nakasone's defeat, or. near defeat in the 
coming poll would mark the end of his 
attempts. to make a come-back as one of 
Japan’s international elder statesmen. More 
painfully, defeat could mean the end of 
his aspirations to establish a family political 
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Motoshima after being wounded by a gunman; Emperor Akihito in traditional dress announces the date of the Daijosai. 


sai will be an “imperial event of a public 
character” — not a state ceremony. But at- 
tempts at fudging the issue could end by 
infuriating both sets of extremists. In order 
to ensure against disruption, the govern- 
ment is expected to deploy more than 
32,000 police around the imperial palace 
for several weeks before the two cere- 
monies. 

The total cost, including security, could 
run into hundreds of billions of yen, 
though the budget for the ceremonies 
themselves has been paired down to some- 
thing under ¥3 billion (US$20.6 million) by 
a decision to use tents instead of specially 
erected buildings in the Darjosai. 

One still unresolved problem is how to 
ensure security at the two fields, one in 


stigious lower house after 
another two elections. This 
could prove difficult if 
Nakasone fails to score a 
convincing victory in Feb- 
ruary. 

In order to stave off dis- 
aster, Nakasone has spent 
a lot of time in the consti- 
tuency since last Septem- 
ber, visiting homes of po- 
tential supporters and at- 
tending funerals, weddings 
and other social events. 
Sources close to Nakasone's 
staff say that he has also 
taken to "dropping in" unin- 
vited on meetings staged by 
religious groups or local 
chambers of commerce, even when the 
groups concerned are linked to rival candi- 
dates. 

The Nakasone camp in Gumma also 
publishes a quarterly magazine, Yatchan, 
which features comic-book style coverage 
of its hero's рос career and a “gossip 
column” in which his wife provides glimp- 
ses of the Nakasone family’s home life. 
Ciirculation of Yatchan appears to have 
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Nakasone: campaign. 


‘ 


western and one in eastern Japan, where 
rice will be grown for use at the Daijosai. 
Tradition requires that the fields should be 
guarded by the military for months before 
the rice is actually harvested, but the gov- 
ernment seems to have decided that it is 
out of the question to use the Self-Defence 
Forces for this purpose. The solution may 
be to use a special police guard or, simply, 
to avoid selecting the fields until just before 
the rice harvest. 

Although the government's immediate 
problem is to prevent extreme leftists or 
rightists from disrupting the Daijosai, there 
are also doubts about how the general pub- 
lic will view the ceremonies. “Liberal” sen- 
timent appears divided between an influen- 
tial minority (including Christians and left- 


> stuck at around 10,000 cop- 
ies, but the Nakasone office 
in Tokyo says the editorial 
quality has improved a lot 
since the magazine was 
launched two years ago. A 
regular feature is a two-page 
colour reproduction of one 
of Nakasone's oil paintings, 
often depicting Mount Fuji 
or some other familiar Ja- 
panese landmark. 
Nakasone's supporters in 
Gumma Ш claim that his 
campaigning efforts have 
Offset most of the negative 
image caused by the Recruit 
affair, but admit that recent 
coverage by the Asahi Shim- 
bun newspaper of alleged insider share 
trading by a Nakasone associate in 1987 
(when Nakasone was at the height of his 
power and prestige as premier) may have 
undone some of the good work. Another 
problem involves what appears to be a split 
within the former Nakasone "support 
group" in Gumma. 
Kunio Sato, the anti-Nakasone indepen- 
dent who is running in the February poll, is 
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ist academics) who oppose any use of trad- 
itional Shintoist rights during the enthrone- 
ment ceremonies, and a much larger group 
which resents the taboos on open discus- 
sion of the emperor system. 

The second group may have been reas- 
sured to some extent by the liberal and con- 
stitutionalist stance adopted since his acces- 
sion by Emperor Akihito. But events like 
the Nagasaki shooting, which appears to 
have been directly aimed at suppressing 
freedom of expression, seem to indicate 
that the real issue is the system rather than 
*who represents it. The problem could get 
worse before the November ceremonies 
but is unlikely to disappear even if the 
Daijosai passes off without a security hit- 
ch. a 





the younger brother of a former member of 
the upper house of parliament, Susumu 
Mogami, who had to be “dissuaded” from 
running against Nakasone for a lower 
house seat after his defeat in the July 1989 
election. Sources in the constituency say 
that Mogami was well compensated by 
the Nakasone faction in the ruling party 
for agreeing not to stand. But this left 
behind some resentment which may have 
led to his brother deciding to run in his 
place. 

Nakasone’s insistence on running in the 
February election could leave him isolated 
from the mainstream of politics, since no 
fewer than three other former prime minis- 
ters, Kakuei Tanaka, Zenko Suzuki and 
Takeo Fukuda, who held office between 
1972 and 1982 have chosen to stand down 
before the poll. But this argument appears 
to have cut little ice with Nakasone. 

By winning re-election from Ситта Ш, 
Nakasone would at least have managed to 
outstay Fukuda, who stands down in Feb- 
ruary in favour of his son. Fukuda was 
elected for 14 consecutive terms from the 
same constituency and consistently man- 
aged to beat Nakasone to the head of the 
poll. п Charles Smith 
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Sen ready for major 
ion on Cambodia 


E Jnder i increasing pressure from a 
yar-weary population to end his country’s 
ivil war, Cambodian Premier Hun Sen is 
ady to make dramatic concessions to the 
urrently mooted Australian peace plan, 
cluding the resignation of himself and 
is entire cabinet, if the resistance coalition 
acates the country’s UN seat, say 
iplomats in Phnom Penh. Provision 

. Would be made for prominent exile figures 
to join an interim national council 
embodying the resistance and the Phnom 
‘Penh regime. A ruling party plenum in 
mid-January approved Hun Sen's change 
‘Of stance. Cambodian elections under the 
existing constitution are expected to be 
postponed by the national assembly 
Shortly, in anticipation of UN-run polls. 



































































Japan set to call 

general elections 

P Japan's parliament was dissolved on 24 
January in preparation for a lower house 
election which is expected to be held on 18 
ebruary. The government cited the 
fusal by the opposition parties to help 

. pass a supplementary budget as the reasore 
for the dissolution. The election is likely to 
result in sharp gains for the opposition 
with the ruling party possibly losing its 

| majority in the lower house. 





China says it has released 
573 democracy protesters 


> Chinese authorities said that a total of 
persons who participated in political 
disturbances in May-June 1989 have 

een released "recently" after admitting 
heir guilt and showing repentance. 
Diplomats here said that the 
nnouncement was apparently timed to 
recede the reopening of the US Congress 
nd a meeting between Japanese Prime 
Minister Toshiki Kaifu and state councillor 

ou jiahua in Tokyo this week. They 
imate at least 10,000 demonstrators 

arrested last year and some 800 were 

enced to prison. 


ra injured i in East 

ior demonsíration 

t least 40 people were injured, three 

usly when security forces dispersed 

onstration outside US Ambassador 

donesia John Monjo's hotel in the East 

r capital Dili, Teliable sources said. 
was met on 16 January by up to 150 

onstrators demanding independence 


ned in 1975. A кешин from 


former Portuguese colony annexed 


the US Embassy in Jakarta said that the 
demonstration was peaceful and that 
following discussions lasting for an hour, 
Monjo requested that the protesters be 
permitted to disperse peacefully. But the 
spokeman added: “The security forces 
moved against the demonstration with 
force and there were people injured, some 
of them seriously.” 


Sabah chief minister’s 

brother faces bribery charges 
Sabah Chief Minister Datuk Seri 
Joseph Pairin Kitingan faces political 
embarrassment over the Anti-Corruption 
Agency’s 23 January arrest of his 

brother, Sabah Foundation director Datuk 
Jeffrey Kitingan. Kitingan was charged on 
seven counts of accepting bribes and 
kickbacks, related to the shipping of Sabah 
Foundation timber in 1988 and 1989. 
Timber is Sabah’s main revenue earner 
and has traditionally been linked to 
political patronage. Bail was posted at M$1 
million (US$369,960) in two sureties. 
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Burmese opposition leader 
banned from election 
# Burmese opposition leader Aung San 





ONÜOHOS ODONIS 


Suu Kyi was finally banned on 22 January- 


from running in a May general election, .. 
said Western diplomats in Rangoon. 
Although there was no official 
announcement, the diplomats said they 
understood that the National Election 
Commission had confirmed an earlier ban 
on Suu Kyi, who is general secretary of the 
major opposition National League for 
Democracy party, as a candidate on the 
grounds that she has had contacts with 
unlawful elements. The popular 
oppositionist has been under house arrest 
since July 1989 under the military junta 
which rules Burma, and many others in 
her party also have been detained. 
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government and hostile local councils. = 






> The he possibility ofa а. 
political settlement to. 
Afghanistan's суй з 
war is expected. to be. 
a principal topic of. 
discussion in talks in 
Moscow early this p. 
month between US _ 
Secretary of State 
James Baker and 
Soviet Foreign 
Minister Eduard Shevardnadze. US 
officials recently said that the US still was 
strongly committed to supporting the 
Muslim guerillas fighting against the 
government in Kabul, but that recent 
indications by the Soviets that they may 
not insist on Afghan President Najibullah 
remaining in government have provided... 
new opportunities for discussion of a. 
solution to the hostilities. However, a plan 
for a political transition is unlikely to 
emerge before mid-1990, in part because. 
Washington wants to see how successful 
the rebels will be in their coming spring 
offensives. 













Shevardnadze. 


Thai MPs seek restrictions 

on Cambodian guerillas 

» A multiparty group of 90 Thai MPs 
delivered a petition to Prime Minister 
Chatichai Choonhavan on 17 January 
calling on him to move against Cambodian 
resistance groups. The petition asked . 
Chatichai to stop the Cambodian guerilla 
groups from using Thai territory as a 
sanctuary and to start a programme to. . 
persuade the 300,000 Cambodian refugees 
in Thai border camps to return to their 
country. More significantly, the MPs 
called on the government to cut off the 
supply of foreign arms to the Cambodian 
resistance including the Khmer Rouge. 
Chatichai said he welcomed the petition, 
but did not indicate whether he would ©. 
take any action. 


Taiwan’s KMT wins big 
in local elections 


P Barely six weeks after suffering its worst 
defeat ever in national ele ions, Taiwan's 
ruling Kuomintang (KMT) turned the tables 
with a near total sweep of local. polls. The 
opposition Democratic Progressive Party 
(ppp) suffered a rout, while independents. т 
— many of them KMT renegades — wound - 
up strategically placed as power brokers. 
The results leave the Six newly elected DPP 
county executives cut Off at the knees, 
constrained between a hostile central 













Clearly the judges had no difficulty 


in voting Camus the best cognac in the world. 


In 1984, we at Camus 
decided for the first time 
to enter our 
XO Cognac in the 
International Wine and 


Spirits Competition. 





Camus XO 
was deliberated upon 
by a colle tion of 
the most highly-qualified 
palates in the world, 
who duly pronounced 
the Camus XO 
a worthy winner of the 
gold medal. 
In 1987, we entered again, 
this time with 


Camus Extra. 





Not surprisingly it, too, 
won the gold medal, 
leaving Camus with the 
enviable record 
of two entries and two 
gold medals. 
Incidentally, no gold 
award was given in 1988. 
Coincidentally, 
Camus did not enter 


that year. 
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WE HAVE MORE OUTGOING FRIENDS 
THAN ANY OTHER PORT IN THE MID-ATLANTIC. 





To be successful in business, it sure helps to have 
friends. 

And with 75 international shipping lines now calling 
on us, The Ports of Virginia have a lot of friends. In fact, 
we have more direct sailings than any other mid-Atlantic 
port. And in the overseas shipping game, direct sailings 
are the winning ticket, no matter who you know. 

Our more frequent direct sailings mean your cargo 
not only departs sooner, it also arrives with less handling, 
less damage, and fewer opportunities for pilferage. 

But our sailing schedule isn't the only thing that s user- 
friendly. It's also our attitude toward customer service. 
An attitude that's earned us a reputation as the “can-do” 
port, with services that are second to none. 

We ve made a direct commitment to provide you with 








the most dedicated staff and the finest facilities available 
in the industry. We re backed by unmatched support 
from our state government. And our atmosphere of 
cooperation between management and labor is SO 
friendly that we've even been cited by the International 
Longshoremen’s Association as a "labor model port. 

Winning new customers and friends means we cant 
afford to rest on our achievements, however. So were 
investing more than ever in new services and facilities. 
Like the $10 million Virginia Inland Port, recently 
opened to provide shippers even greater savings in time 
and money. 

When you compare the competition to The Ports of 
Virginia, take a look at who our friends are. Because you 
can tell a lot about a port by the companies they keep. 


We're the Natural Mid-Atlantic Load Center. 


Virginia Port Authority 600 World Trade Center Norfolk. VA 23510 


‘TA. The Ports of Virgini 
@ us 


(804) 683-8000 Toll free (BOO) 446-8098 
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Military uneasy over Soviet-Indonesian thaw 


Message fo 


By Michael Vatikiotis in Jakarta - 


elations between the Soviet Union 

and Indonesia are warming faster 

than expected since President 
Suharto's successful visit to Moscow in 
September 1989. But the improved ties — 
attributed both to the dramatic changes 
in Eastern Europe and to dissatisfaction 
with human-rights and other criticisms by 
Washington — are viewed with suspicion 
by Indonesia's armed forces and intelli- 
gence services. 

After enduring something close to 

pariah status for 24 years under Suharto's 
rigorously anti-communist New Order 
government, Soviet diplomats are delight- 
ed that relations with the one country 
in Asean with which they have 
always valued close ties, are at 
last on a firmer footing. The 17-24 
January visit to Jakarta by Mirza 
Olim 1. Ibragimov, president of the 
Soviet Republic of Uzbekistan and a 
Scviet vice-president, has lent cre- 
dence to their assertions that the 
bilateral relationship is at a new 
stage. 
Although billed as a private 
guest of the Suhartos, Ibragimov 
is the highest-ranking Soviet of- 
ficial to visit Jakarta in 25 years 
and is being accorded virtually the 
same level of protocol as a state 
visitor. Soviet sources disclosed their 
surprise at the elaborate programme 
laid on for Ibragimov, which in- 
cluded a closed meeting with 
Suharto. 

The thaw in relations began in earnest 
with Suharto’s ground-breaking 1989 visit 
to Moscow. Both sides were delighted with 
the outcome of a long-standing invitation 
from the Soviet side — particularly Suharto 
himself, who was said to be thrilled by the 
attention he received from President 
Mikhail Gorbachov. An agreement on 
strengthening economic ties and an invita- 
tion for Gorbachov to visit Jakarta resulted. 

Follow-up on the visit has been remark- 
ably swift. On 11 January an agreement 
was signed in Moscow between close 
Suharto associate and powerful business- 
man Liem Sioe Long and a Soviet state 
company to build a US$15.8 million 
palm-oil processing plant in the Moscow 
area, Business soygces in Jakarta said 
the Liem group was anxious to re-export 
processed -oil products from the 
Soviet Union to the US as well as to 
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manufacture goods for the Soviet market. 

The Soviets are keen to encourage In- 
donesian businessmen to set up joint ven- 
tures such as this, which establish firmer, 
long-term relationships difficult to maintain 
solely via trade links. In the wake of the 
September visit, Soviet diplomats in Jakarta 
have been distributing invitations to In- 
donesian businessmen. “Encouraging In- 
donesians to explore the Soviet market will 
have a long-term effect, locking them into 
a relationship,” one Western diplomat said. 

Nevertheless, analysts remain divided 
as to why relations have improved so 
quickly. “It represents the culmination of 
several years of patient and ultimately suc- 
cessful diplomacy,” said a Western Soviet- 
watcher in Jakarta. But even in the Soviet 





Suharto and Gorbachov in Mosow: comradely welcome. 


Embassy there are doubts about how far 
their own efforts tipped the balance. 

One view gaining credence is that 
Suharto himself judged the time appro- 
priate to modify Jakarta’s unofficial, but 
effectively pro-Washington, alignment. A 
number of factors are thought to have 
brought this about, among them Suharto's 
presumed ambition to lead the non-aligned 
movement. However, a creeping dissatis- 
faction with the US at high levels in the In- 
donesian Government has also been noted 
recently. 

Pressure from Washington over human- 
rights issues, copyright law and labour 
conditions has generated something of a 
nationalist backlash in Jakarta. Vice-Presi- 
dent Dan Quayle made a point of seeing In- 
donesian human-rights activists while on a 
visit to Jakarta in May 1989. At the same 
time, outgoing US ambassador Paul Wol- 
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fowitz was sharply critical of the Suharto 
government's democratic credentials. 

In contrast to Suharto's warm reception 
in Moscow, his talks with President George 
Bush in Washington in June 1989 were only 
barely cordial and references to Indonesia's 
debt problems angered Suharto. A Feb- 
ruary 1989 meeting between the two at em- 
peror Hirohito's funeral in Tokyo left 
Suharto feeling snubbed, sources said. Dip- 
lomats speculate this may have speeded up 
his decision to go to Moscow. "When 
Sukarno [Indonesia's first president] was 
disillusioned with the West, he turned to 
the East," said Soedjati Djiwandono, a for- 
eign affairs specialist at Jakarta's Centre for 
Strategic and International Studies. 

The new warmth in Indonesian-Soviet 


relations may be seen in the regional con- - 


text as the inevitable result of shifts in the 
superpower equation brought about by po- 
litical changes in Eastern Europe. But not all 
areas of the Indonesian establishment are 
happy about the flirtation with the com- 
munist world these changes have encour- 
aged, and the armed forces and intelligence 
services are particularly alarmed. These 
bastions of the virulent anti-com- 
munism upon which the New 
Order was founded still officially 
hold the view that the greatest threat 
to internal security comes from the 
resurgence of communism prom- 
oted by communist states. 

The opening of Indonesian ports 
to Soviet shipping and, more re- 
markably, the easing of restrictions 
on entry for Soviet citizens since the 
Moscow visit have particularly con- 
cerned the military and intelligen- 
ce establishments. New regulations 
allow Soviet citizens a two-month 
visa on arrival, and this sudden rela- 
xation is all the more surprising 
given the government's hardline at- 
titude in the past. 

Although the improvement in 
relations between Moscow and 
Jakarta would, in the light of global de- 
velopments, seem to be well-established, 
analysts on both sides are reluctant to 
draw early conclusions. The Soviets un- 
doubtedly attach considerable importance 
to their ties with Jakarta, regarding In- 
donesia’s huge but under-exploited market 


as a particular attraction. There are also _ 


hopes that budgetary constraints on In- 
donesia’s armed forces will lead Jakarta 
to purchase cheaper Soviet military hard- 
ware. 

In Jakarta, while scepticism still reigns in 
the face of prevailing suspicions about Mos- 
cow’s intentions towards the region, the 
Defence Ministry has gcommissioned In- 
donesian academics to reassess the “com- 
munist threat.” Meanwhile, sources say the 
Soviets are hoping the Ibragimov trip will 
spawn another high-level — possibly mili- 
tary — visit in the near future. LJ 
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he cover of this issue is based on a 
historic photograph of the British 
.. surrender of Singapore to Japan- 
ese forces in February 1942. The 
alle. et оо. 5 outcome of the 


In Singapore, the British surrendered 
not to local nationalism but to an alterna- 
tive, and more vicious, colonialism. It was 
à surrender which was ignominious — 
and seen as such all around Asia — be- 
cause it was after too brief a struggle against 
n enemy which was numerically inferior 
and far from invincible. The British gen- 
eral's lack of fighting resolve was wrapped 
in concern to protect civilians from urban 
ar — as though the predominantly 
Chinese population had no stomach for a 
fight with the invader of their ancestraf 
homeland. 

.— The surrender now is not to the inevita- 
bility of 1997. It is the surrender to Peking 
of the promises made to the Hongkong 
people at the time of the 1984 Sino-British 
Joint Declaration on the future of Hong- 
kong. The surrender has not been in the 
face of overwhelming moral or political 


force or serious threats of disruption. It has 
been made largely in British self-interest 
which gives primacy to relations with Pe- 
king over responsibility to Hongkong. Lon- 
don is interested only in a smooth hand- 
over to China, not in keeping promises to 
Hongkong or in what happens after 1997. 
The opening month of 1990 has seen all 
the worst fears come true. Britain has 
clearly signalled that its desire for “con- 
vergence” between pre- and post-1997 poli- 
tical systems in Hongkong overrides all and 
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The British were shaken by the 4 Jone 1989 massacre i in 1 Pe- 
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апу promises for representative govern- 
ment and protection of basic liberties. 
China in turn has responded by taking an 
even tougher stance against liberal and 
democratic notions to the point where even 
previously quiescent Hongkong members. 
of the Basic Law Drafting Committee (рге- 
paring a mini-constitution for the post-1997 
Hongkong Special Administrative Region) 
have distanced themselves from it. 

The debacle in Canton on 19 January, - 
when the Peking-dominated drafting com- 
mittee swept aside Hongkong views and. 
imposed Peking's blueprint for the future, - 
сап be laid directly at the door of new - 
British Foreign Secretary Douglas Hurd, 
and Hongkong’s diplomat Governor Sir 
David Wilson. By backing off from any de- 
cision on Hongkong's own political situa- 
tion before 1997, they effectively surren- 
dered all initiative to Peking. Wilson had 
gone cap in hand to Peking earlier in the 
month to try to persuade leaders — still 
espousing the righteousness of the Peking . 
massacre — of the merits of democracy. 
Predictably, he failed. But instead of push- 
ing ahead on their own, the British, em- 
phasising the need for continuity, look set 
to succumb to Peking's formula. | 

This would be the second time this has 
happened since 1984, when sS 


poses a threat to the dependence ok the judidary w which ыз ue s 
guaranteed in the joint declaration. London has been silent on T 














joint валавой. was s signed by British Prime Minis- 
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people had been promised rapid advance 
to representative government, in line with 
the joint declaration. Under Chinese pres- 
sure, that was massively watered down. A 
demonstrably rigged opinion survey was 
used to claim that public opinion was so di- 
vided a consensus had to be imposed by a 
postponement of universal suffrage. 


ast year, in the wake of the demo- 
cracy movement in China and the 
Tiananmen massacre, the upsurge 
of sentiment in Hongkong, was sO 
strong that even the conservative (mostly 
appointed) members of the Legislative and 
Executive councils demanded more, and 
agreed on a formula (known as the Omelco 
model). The British promised support and 
speeded up steps towards representative 
government; and a bill of rights, 
But the first has been delayed and de- 
layed — clearly so that it conforms to what- 
ever China agrees to allow in the Basic 


China and 


expelled from the BLDC in October of last year. 


Law. The perpetrators of 4 June 1989 were 
in effect given veto powers over liberty and 
democracy in Hongkong. The bill of rights 
has yet to be published but is widely be- 
lieved to be ineffective — another list of il- 
lusions subject to the whims of Peking in- 
terpretation. But British backtracking has 
not been enough, may never be enough, to 
appease Peking in its present mood. Thus 
China, having originally said British plans 
to offer full British passports to key Нопр- 
kong people were a matter for London, has 
now condemmned the policy. Its opposi- 
tion could not only torpedo this and other 
schemes to persuade people to stay in 
Hongkong, but also persuade many who 
are acquiring other foreign passports to 
drop plans to return to the territory. 
Debate on constitutional developments 
in Hongkong has at times seemed an 
obscure game of juggling numbers involv- 
ing few points of principle and leaving 
Hongkong people confused. But events of 


recent weeks have confirmed two things: 
that between now and 1997 the British in- 
tend that the government of Hongkong 
shall be a kind of “condominium” whereby 
they will provide the day-to-day adminis- 
tration; China will take, or have a veto 
over, major decisions and apply behind the 
scenes pressure to get its way on what it 
deems to be “sensitive” topics. 

Britain will do all this in the name of 
continuity, but in fact will be handing over 
power not to the people of Hongkong — 
who, according to the joint declaration are 
entitled to all of it except defence and for- 
eign relations — but to Peking. 

Secondly, events have shown that Pe- 
king is not willing to listen to Hongkong 
opinion — even to those who through con- 
viction or business interest had earlier 
aligned themselves with what they had 
perceived to be “sensible” Peking policies. 
Some of Hongkong’s business leaders have 
a fear of liberal ideas (except as they apply 


almost ensure that the bill of rights would be emasculated. 


1 FEBRUARY 1990 


To allay Peking’s fears about Hongkong being infiltrated by 
international forces, a clause was inserted in the draft Basic Law 
prohibiting foreign political organisations from operating in the 
SAR and barring SAR political groups from having links with 
such bodies. 

The string of intolerant decisions made by the BLDC sub- 
groups over December and January has overshadowed the 
Hongkong Government's plan to publish a draft bill of rights 
based on international human-rights convenants and have it 
enacted this year, something also included in the 1984 joint dec- 
laration. In October Attorney-General Jeremy Mathews and 

for Constitutional Affairs Michael Suen declared that 
the bill “should be entrenched in order to make it paramount in 
the laws of Hongkong . . . and it will be a yardstick by which 
all other laws will be measured." 

However, since Britain had made certain reservations 
when the International Covenant on Civil and Political 
Rights was extended to Hongkong in 1976, it is almost cer- 
tain those basic rights which London refused to apply to 
Hongkong would not be included in the bill of rights. These 
include the mast fundamental right of self-determination 
and the right to elect political representatives. This would 


In any case, the decision to enact a bill of rights was im- 
mediately criticised by mainland BLDC members, who said the 
bill of rights could not have a superior status to other laws since 
there was no such provision in the Basic Law. They also warned 
that Hongkong laws which contravened the Basic Law would 
be repealed after 1997. | 

The draft bill of rights was due to have been published in _ 
January shortly before the arrival of the British Fen dies 
Douglas Hurd. Faced with Peking's criticisms, the реа 
backtracked. Information was leaked to the press ting that í 
the bill would not have supremacy over other laws and that it 
would probably not be entrenched in the legal system. A deci- _ 
sion to delay the publication was роне made to save Нига 
any embarrassment. Questions about the bill of rights were dis- 
missed offhandedly by Hurd as a matter for the Hongkong 
Government. ; 

Faced with recalcitrance оп one hand and spinelessness on 
the other, many Hongkong people are worried that after 1997 — 
their human rights would not be respected anygnore than those 
of the 1.2 billion Chinese on the mainland, who in theory enjoy _ 
many basic rights under the Chinese constitution but in practice 
have none. в Emily Lau 
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w is not the precis 
der for Hongkong — though 
resentative government would be a bet- 
bulwark than the alternatives. The key 
sue is the degree of autonomy Hongkong 
ill enjoy. Without autonomy it will be 
ssible to sustain for long the eco- 
mic freedoms which businessmen take 

ranted, much less the legal and 
freedoms to which prosperity is 











d and which are vital in themselves to 
longkong's professional and managerial 
-The British Government has chosen the 
sry moment — when the prestige of 
una's rulers, among people at home, in 
longkong and internationally, is at a low 
b — to grovel. If there was a time to fight 
Hongkong's liberties vs Peking it is hard 
to imagine a time when so much goodwill 
would be on Hongkong's side. Meanwhile, 
it is hard to imagine that China will do 
more than use verbal threats to get its way. 


-urd and Wilson speak soothingly 
СО British determination to make 
-their own decisions. But British 
Mi attitudes were more honestly 
summed up by a lower-level diplomat ex- 
plaining censorship of a film deemed irrita? 
ing to China. Policy, he said, must be con- 
tinually adjusted to the Peking political cli- 
nate: "What upset China in April is differ- 
ent from what upsets China now . . . It isa 
shifting target. . . The Chinese Government 
is capable of taking offence and attacking 
Hongkong and this causes worry and con- 
cern among Hongkong people." Censor- 
ship, he maintained, was not a high price 
to pay for avoiding Peking's irritation. This 
aptly sums up the combination of cowar- 
dice and condescension which charac- 
rises British policy. It will clearly not be 
ng before these principals of appease- 
are applied to freedom of speech and 
press, reducing the promises of the 
t declaration to a sour joke. 
Hongkong seems to itself, and to many 
'rs, as a dynamic and forward-looking 
national city with the capability to be as 
perous and innovative as anywhere. 
to Britain it is part of a now inconve- 
ent imperial past. Interestingly, Нига 
ced his press conference in Hongkong 
remarks about what a great future 
gkong had as the chief city of the Pearl 
ver delta. Not a word about Hongkong/s 
ime source of prosperity — as an inter- 
ial commercial and manufacturing 
urd's lesgon: Hongkong’s future 
largely with China, not as a largely au- 
nous city state. . 
Yamashita was amazed at the ease 
vhich he acquired Singapore. Li Peng 


i the same. ~ " 
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China slows direct election of territory: 


A colonial 


eking's decision to impose a conser- 
P vative and, most critics say, probably 

unworkable framework on Hong- 
kong's future Legislative Council (Legco) is 
seen by many here as the last nail in the 
coffin of any hope that the territory will 
enjoy "a high degree of autonomy" under 
Chinese rule after 1997. 

In the 1984 Sino-British agreement on 
the British colony's future after 1997, when 
China resumes sovereignty over the terri- 
tory, Peking put forward its “one country, 
two systems" concept which, 
it said then, would ensure 
that "Hongkong is ruled by 
Hongkong people." 

A decision by Peking to 
enshrine in the Basic Law 
— a mini-constitution for 
China's post-1997 Hongkong 
Special Administrative Re- 
gion (SAR) — severe limita- 
tions on the number of di- 
rectly elected Legco members 
has confirmed suspicions 
that China will not permit 
more than token democracy 
in the territory. Many Hong- 
kong people view Peking’s 
decision, taken in Canton 
during a January meeting of 
the Basic Law Drafting Com- 
mittee’s (BLDC) political sub- 
group, as reflecting its con- 
tempt for local public opin- 
ion, which favours direct 
elections for at least 50% of 
Legco’s members. 

BLDC discussions оп 
Hongkong’s future political 
system over the past four 
years have focused оп 
methods of election, com- 
pletely ignoring what powers Legco is to 
have and what its relationship to the gov- 
emment will be. Thus many observers here 
have long concluded that the present 
archaic colonial set-up will be preserved 
more or less intact through 1997. 

The BLDC's political subgroup, whose 
Hongkong and mainland members were 
appointed by Peking, recommended that 
the number of directly elected seats in the 
60-member SAR Legco be limited to 18 by 
1997. In recent months, Peking has re- 
peatedly attacked Hongkong's growing 
pro-democracy movement as “subversive,” 
so the move came as no surprise to people 








Hurd, not loudly. 











here. They see it as an attempt to ensure 
that local democrats never gain dominance 
in the SAR government. 

Even before last June's massacre of pro- 
democracy demonstrators in Peking, many 
Hongkong people dismissed the Basic Law 
as irrelevant because they do not believe 
Peking will honour its commitments under 
the law. The slaughter in June only con- 
firmed their worst fears. 

By imposing a limit of 18 directly elected 
Legco members, Peking has also thrown 
down the gauntlet for London, daring it to 
exceed the limit before 1997. However, dur- 
ing a recent visit to Hong- 
kong, British Foreign and 
Commonwealth у: 
Douglas Hurd said the “best 
prize” would be for political 
development in the transi- 
tion period to converge with 
the Basic Law. Few people 
here, therefore, expect the 
British Government to risk a 
confrontation with Peking 
over a handful of elected 
seats. 

The political subgroup 
meetings in Canton, held on 
17-20 January and attended 
by 10 mainland and six 
Hongkong . members, were: 
stormy. The Hongkong mem- 
bers put forward three 
litical models, all of which 
were even more conservative 
than the one finally ap- 
proved. There had been 
other — more liberal — poli- 
tical models proposed by va- _ 
rious Hongkong groups, but 
these were not even put for- ` 
ward for consideration at the 
recent Canton meeting. 

One of the liberal models 
had been drawn up by Omelco, a body 
comprising members from Legco and 
Hongkong's policymaking Executive Coun- 
cil (Exco). Under this model, one-third, or 
20 seats, in Legco would be directly elected 
in 1991, increasing to half in 1995 and to 
100% by 2003. Peking. had earlier rejected. 
the Omelco model out of hand because, it. 
claimed, the plan was instigated by Lon- _ 
don, not Hongkong. : 

Nevertheless, some Omelco members 
were incensed at what they saw as a be- 
trayal by Omelco colleague Maria Tam 
who, as a member of the BLDC, did not 
even put forward their model for discus- 
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.Sion at the subgroup's meeting last De- 
. cember. They reacted angrily to the political 
d subgroup’ s decision, which they said was 
< "unacceptable" and “undemocratic.” 

Another relatively liberal model — a 

. compromise plan put forward by the busi- 
¿ness and pro-democracy lobbies which had 
-some support in Hongkong — also was not 
considered during the January Canton 
meeting. This was largely because it had 
“not gained sufficient support among BLDC 
members when presented earlier. The ap- 
proved mainland model infuriated the pro- 
democracy and business lobbies. 

So the six Hongkong BLDC political sub- 
group members put forward their own con- 
servative models and did not vote for the 

- mainland proposal. 


he Hongkong members were Tam, 
| business magnate Cha Chi-ming, Dr 


Raymond Wu, industrialist and 
former Legco member Wong Po-yan, re- 
tired High Court judge Simon Li and 

. lawyer Liu Yiu-chu. Although Li and Liu, 
` who also serves as a Hongkong delegate 
to China's National Peopie's Congress, 
voted for their own models, they said 
they were satisfied with the mainland pro- 
—. Twice during the emotionally charged 
` subgroup meeting Hongkong co-convenor 
Wu broke down. He later refused to hold a 
press conference with his mainland coun- 
> terpart, Xiao Weiyun, and accused main- 
- land drafters of being “dictatorial” and sup- 
` pressing the Hongkong drafters’ opinions. 
. Wu warned that Hongkong could become 
` a "stuffed Peking duck,” which would no 
` longer be able to law golden eggs. 
. The approved mainland model, sup- 
ported by China's 10 Basic Law drafters, 
rovides for half of Legco to be returned by 
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direct elections and half by functional or oc- 
cupational constituencies by 2008. Main- 
land drafters said the model was an im- 
provement on the one the BLDC considered 
in January 1989, which envisaged only 15 
directly elected Legco seats in 1997, increas- 
ing to half in 2007. 

To prevent foreign nationals from 
dominating the SAR Legco, the political sub- 
group voted to limit their numbers to 15%. 
Ironically, 10 Hongkong Basic Law drafters 
are known to hold foreign passports, but 
this did not appear to be a deterrent in im- 
posing nationality restrictions on SAR gov- 
ernment officials and lawmakers. 

The subgroup also approved a separate 
Legco voting system, under which bills 
proposed by the government would re- 
quire the approval of different groups of 
members, voting separately in accordance 
with their mode of selection to the council. 
Such a system could delay proceedings. 
endlessly, some political observers said. All 
Hongkong subgroup members, except Li, 


opposed the proposal. 


The separate voting system encapsu- 
lated the spirit of the so-called bicameral 
model, earlier proposed by the New Hong- 
kong Alliance, a business lobby led by 
former Exco and Legco member Lo Tak- 
shing. Under that model, Legco would be 
split into two chambers. Peking was be- 
lieved to be behind the model because it 
would ensure checks on members China 
found unacceptable but who might gain 
Legco seats through direct elections. 

Meanwhile, as the political subgroup 
was making its controversial decision, 
Omelco's two senior members, Dame Ly- 
dia Dunn and Allen Lee, went to London 
in a last ditch effort to urge the British Gov- 
ernment to stand up to Peking on the poli- 
tical reform issue. a 
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ited British nationality. packa 
cently proposed by London to hel 
stem Hongkong’s brain drain has cast mo 
np on whether the scheme will be < 
"anchor key people" in the colony, 
ea will revert to Chinese rule in 1997. 
China has reacted to the British scheme 
by announcing that foreign nationals, in- 
cluding Hongkong Chinese with right : 
abode abroad, will be barred from holdin 
many senior posts in China's post-1997 sp 
cial administrative region (SAR). govern- 
ment. These limitations and China's am- 
biguous definition of Chinese. nationality 
are expected to hasten the exodus of local 
Chinese qualified. to- emigrate and almost 
certainly ensure that many of those alre: 
holding foreign citizenship will choose 
to remain here beyond 1997. | 
Lu Ping, deputy director of the Chin se 
State Council's Hongkong and Macau 
fairs office, said Peking's objection to Lon- 
don's nationality offer stems partly from 
concern that the post-1997 saR might be ru 
by people “whose arses are in Hongkor 
but hearts are in Britain.” Peking is al 
worried that if many senior SAR officials ob- 
tain the right of abode in Britain, adminis- 
tration of the territory could grind to a halt 
should these officials decide to leave en 
masse after 1997. 
To forestall such an eventuality, the 
litical subgroup of the Basic Law Drafting 
Committee (BLDC), a body comprisir 
Hongkong and Chinese members who a 
drafting a mini-constitution for the SAR h 





officials be Chinese nationals, with no 
of abode elsewhere. The Basic Law is: 
finalised by Peking and is due to be pror 
ulgated by China's National People's Co 
gress (NPC) in March. 

The recommendation on nationali 
goes beyond the 1984 Sino-British joint de 
laration on Hongkong's post-1997 fat 
which only stipulates that the SAR С 
executive and heads of major gove 
departments, includingpthe police f 
Chinese nationals. 

In addition to those singled out in: 
joint declaration, the subgroup propc 
that members of Hongkong's policym 
Executive Council m the chai 













































teh С | Cours 5 ‘chief Te the decor. of 
udit, the anti-corruption body's commis- 
oner, the director of immigration and the 
mmissioner of customs and excise must 
Chinese nationals, with no right of 
le elsewhere. These people would be 
quired to swear allegiance to the Basic 
aw and the SAR. In addition, the subgroup 
ested that no more than 15% of 


. This new recommendation is bound to 
ect the morale and plans of senior civil 
ants, many of whom, under London's 
recent nationality package, hope to obtain 
full British citizenship, providing them with 
an "escape route" should things go wrong 
after 1997. It also could taint those who 
apply for British citizenship under the 
scheme because such applications would, 
in the eyes of Peking, raise questions of 
their loyalty. 
‘Reaction to the new recommendation 
was swift. Anson Chan, Hongkong’s sec- 
tary for economic services, quickly de- 
clared that she would not apply for citizen- 
ship under the British scheme while 
Elizabeth Wong, the newly promoted sec- 
retary for health and welfare, said she was 
prepared to give up her New Zealand 
tizenship to serve Hongkong. The ques- 
n now is, how many other senior civi] 
rvants will prove so altruistic in their re- 
ponse to Peking's latest move? 


Britain's nationality package divisive, harm- 
ful to Hongkong’ 5 stability and a breach of 
the joint declaration, made a point of re- 
minding London of a previous statement 
made by former British foreign and com- 
monwealth minister Lord Glenarthur and a 
report by Britain’s parliamentary foreign af- 
fairs committee which conceded that giving 
British citizenship to Hongkong people 
would contradict the joint declaration. 

However, British Government officials 
maintain that London has the right to offer 
the nationality package and warned that if 
it was not done, Britain could be deluged 
with millions of Hongkong refugees should 
things go sour in the territory. However, 
opponents of the package in the British 
Parliament have seized upon Peking’s reac- 
tion to try and torpedo the plan. 

In Hongkong, the blow to confidence is 
not limited to the upper echelons of gov- 
ernment. Lower-ranking civil servants are 
worried by a remark made by Lu, who said 
that under China’s nationality law, people 
who work for the gov ernment cannot re- 
nounce their Chinese nationality. Under 
the joint declaration, all Hongkong Chinese 
are regarded as Chinese nationals. 

Lu conceded that it was unclear 
whether the clause of concern in the nation- 
ality law would apply to Hongkong after 
1997. He said the МРС would be asked to 
make a ruling on the question. 
Nevertheless, Lu’s remarks alarmed 


The Chinese Government, which called — civil sé 











rc n holding foreign 
dizenship pesi numbers of civil ser- 
vants are sending their : spouses abroad to 
qualify for residency rights — mainly in 
Canada and Australia. Many of these are 
horrified to learn that they may in future be 
treated as Chinese nationals should they 
choose to stay on in the SAR government 
after 1997. 

Non-civil servants also find China's na- 
tionality law worrying. Their concern 
centres on another statement by Lu that, 
under the law, only Hongkong Chinese 
who have settled abroad and have success- 
fully applied to renounce their Chinese 
citizenship would be regarded as foreign 
nationals. The inference is that those who 
remain in Hongkong after 1997 will be 
treated as Chinese nationals regardless of 
whether they hold foreign citizenship. 

Such a policy would not only affect the 
estimated 225,000 beneficiaries of the 
British nationality package, but would also. 
apply to the hundreds of thousands of 
Hongkong Chinese who have already ac- 
quired Canadian, Australian, US or other 
foreign citizenship. The fear is that, what- 
ever the right of access to their adopted 
country overseas, they could still be denied - 
permission to leave Hongkong at some fu- _ 
ture stage — just as mainland Chinese are 
presently compelled to seek clearance be- 
fore travelling abroad. E 



















hat should be done 


> Appointment by Britain of a cabinet-level minister detached 
n the Foreign Office with sole responsibility for Hongkong. 
Press ahead immediately with the Omelco model for demo- 
tic reform. This is a conservative formula which is far from 
al but it does command very broad support from sectional in- 
terests nervous at too rapid a spread of democracy. It is the 
earest thing on which Hongkong can come to a consensus. It 
rovide a Hongkong solution to the nature of autonomy, 
Peking опе. 
Hong kong must move rapidly to take the executive more 
ponsible to the legislature and establish a more appropriate 
› bety veen governor, offici. ls and legislators and non- 
councillors. - | 
а! Bill of Rights which puts into legal terms 
of the Joint Declaration as well as international 
ghts covenants in respect of freedom of spee 








y, the press, worship, travel, television and theatre, rights 


ocuments, etc. АП existing restrictions which give the 
ent large (even if mostly unused) powers over these 
hould be repealed. - 
апу. which sections of the Basic Law 
ary to the joint declaration. It should 














Бер passports to 
a te haven should 


things go wrong after 1997. The: Chinese bluff that holders оғ - 
foreign right of abode will enjoy diminished rights in Hongkong _ 
after 1997 should be called. Specific support from other Sum | 
tries should be sought to e this programme. - c 
> Hongkong should link additional access for its own ipeople | 
to emigration opportunities to absorbing some Vietnamese boat : © 
people into its own community. - Um 
> The Hongkong Government must remove avowedly racist iE 
laws and practices which give privileges to persons “of Chinese : 
race" whatever their nationality or birthplace. | 

» To offset the emigration of skilled people and encourage im- Be 
migration and investment, especially from the region, there. 
should .be readier е: of other countries’ т Professional E 
and technical qualifications. - ло NNI IT 

> The government should remove all 1 : emi 1 doin ing i i 

to foreign banks, dL v rp one tc. do 

in Hongkong. . Ап а ‘giving. ia 
mainland — or am 
b The Hongkong Govern qm 
ble, self-liquidating: and financial 
such as. new air and sea ports 




















ment should attract ct capital by keeping t 
> Britain must rebut firm 

kong is not an international is 

China, but the: aereeme p 











MALAYSIA 


MIC rift seen widening after sex tape claim 


Video games 


By Suhaini Aznam in Kuala L Kuala ala Lumpur - | 


ex scandals are rare in ¬ Malaysia, 
S where publicised misconduct tends 

to involve money rather than 
women, so rumours that an MP from the 
Malaysian Indian Congress (MIC) — a 
member of the ruling National Front gov- 
ernment — had featured in pornographic 
video tapes was bound to spur intense in- 
terest. However, once popular prurience 
has been sated, the affair's real significance 
is likely to be the political repercussions on 
the MIC's internal structure. 

Rumours of his part in an 11-part series 
of pornographic video movies forced parlia- 
ment's deputy speaker D. P. Vijandran to 
go on indefinite leave from 26 January — a 
standard face-saving first step paving the 
way for resignation. Announcing his leave 
plans, Vijandran said he wanted to spare 
the National Front further “embarrass- 
ment," alluding to the opposition's cease- 
less attacks during the previous parliamen- 
tary session that resulted in him, in his 
capacity as deputy speaker, suspending 
two MPs. Vijandran, a 46-year-old 
bachelor, is also taking leave from his pos- 
itions as MIC secretary-general and chair- 
man of Maika Holdings, the MIC invest- 
ment arm. He remains the MP for Kapar, 
Selangor. 

The scandal broke in early December 
1989, when opposition Democratic Action 
Party (DAP) MP Karpal Singh asked the 
deputy home minister during the budget 


MONGOLIA 


ByAlanSanders j ~~ 


he authorities in Mongolia — the 

second country in the world to de- 

clare itself socialist — have aban- 
doned initial attempts to restrict the coun- 
try's emerging pro-democracy movement, 
and have bowed to popular demands for 
elections to party posts. On 21 January, 
some 7,000 peopleedefied an official ban 
and took over Ulan Bators Suhbaatar 
Square, enduring temperatures of —23°C to 
hear speakers slam government ineffi- 
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A new political group presses for reforms 


Stirring the hotpo 





аке scandal. 


debate if he knew of unnamed Mic leaders 
being involved in pornographic movies. 
Karpal later named Vijandran, and ignor- 
ing his denials, pursued the matter in 
the following weeks outside parliament, 


‚ thereby losing his privilege against libel ac- 


tion. Later that month Vijandran sued Kar- 
pal for libel, together with the Tamil Osai, a 
Tamil-language daily newspaper, and its 
managing editor for printing Karpal's alle- 
gations made at a news conference. 

One problem the courts will face in prov- 
ing or disproving Karpal's allegations is 
lack of evidence. Vijandran’s house was 
burgled in August 1988 and a safe, or 







ciency and call for a multi-party system. 

It was the most significant challenge to 
the ruling Mongolian People’s Revolution- 
ary Party in the republic's 66-year history. 
Long-overdue economic renewal and re- 
structuring, accompanied by a public ques- 
tioning of the dominant role of the Soviet 
Union in the country, has been taking place 
since the ouster of long-time ruler Yumjaa- 
giyn Tsedenbal in 1984. But despite carry- 
ing out drastic changes in its senior leader- 
ship at the end of last year, the ruling party 
seems now to have lost the initiative on re- 
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ly containing the tapes, was stolen. Vijan- 


dran lodged a police report and four people — | 


— including his nephew — were held for _ 
questioning, but were later released on lack — 
of evidence. When investigations proved 
inconclusive, the attorney-general advised 
the police, who had apparently wee 
the alleged tapes during their investigations, 
to destroy them with Vijandran's peni 
sion, in January 1989. The DAP is now de- 
manding an investigation into what it calls 
an "obstruction of justice" and a bu 

Although the whole Vijandran affair 
will hardly disrupt national politics, its ef- — 
fects on MIC politics are important. Vijan- - 
dran is a supporter of MIC president Datuk 
Seri S. Samy Vellu, who serves in the gov- 
ernment as energy, telecommunications — 
and posts minister. As secretary-general, ~ 
Vijandran successfully staved off a chal- - 
lenge to Samy Vellu by deputy president 
Datuk S. Subramaniam last October. Vijan- _ 
dran and Subramaniam are long-time ri- 
vals, having vied for the chairmanship of 
the Selangor MIC in the early 1980s. 

More recently, there has been an at- 
tempt by Samy Vellu’s faction to wrest con- 
trol of Mic branches where Subramaniam's 
faction is strong — in Selangor, the Federal 
Territory, Perak and Johor — by getting - 
their supporters in these states to resign 
from the party. The plan revolves around 
forcing membership below 100, when the 
secretary-general can dissolve а party 
branch, allowing Samy Vellu’s loyalists to — 
regroup and form branches without Sub- | 
ramaniam's supporters, an Indian political 
observer said. 

If Vijandran does resign, Samy Vellu 
will lose a well-placed ally. Samy Vellu has 
already indicated there will be some reor- 
ganisation in the MIC, but given the political 
capital his rivals can make of Vijandran's 
predicament, this is likely to be cp 
and politically painful. 


structuring to its new opponent, the Mon- 


Y golian Democratic Union (MDU), which or- 


ganised the most recent rally and three - 
others over the past month. 

Meanwhile, the developments are likely 

to be watched closely by China, already 
nervous over the turmoil in Eastern 
Europe. While Mongolia’s 2 million popula- 
tion is largely isolated from China, Peking 
at least faces the possibility that change 
may effect the 3 million Mongols in the au- 
tonomous region of Inner Mongolia. 

Banners at the latest rally — held in è 
square which until now has been reserved 
for official parades — demanded an end to 
privileges for top party and government 
leaders. The leadership was blamed inj 
speeches for the social and economic plight 
of Mongolia's people, who have been suf- 
fering from shortages of food and con- 
sumer goods. Supporters of ће MDU also - 
have been calling for the "uprooting of the 
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bureaucratic apparatus" and 
for Tsedenbal — now living in 
Moscow — to be tried by the 
people. 

Following a MDU rally a 
. week earlier, Dagvyn Tsahil- 
. даап, head of the ideology de- 
partment of the party central 
committee, said that the party 
and government were abiding 
by the provisions of the Mon- 
golian Constitution for free- 
dom of assembly and of 
speech and were not hamper- 
ing the activity of the new po- 
litical group. The party was 
. ready to cooperate with the 
MDU on matters where their 
views coincided, though its de- 


. the progress of the policy of re- 
newal that the party itself had initiated, he 


said. Shortly afterwards Mongolia's 
newspaper Linen (Truth) published a decree 
restricting rallies and demonstrations. 
However, a MDU spokesman then an- 
nounced that the union had been officially 
recognised after two days of talks between 
members of its coordination council and 





Jubilation in Suhbaatar Square: a rally for democracy. 


leading officials. The union wanted consul- 
tations, not confrontation, he said. Mean- 
while, further concessions were made by 
the authorities. One of the capital's two 
statues of Stalin was removed, though not 
the huge monument a few hundred metres 
across Suhbaatar Square from Government 
House which was really at issue. 





Most significantly, on 23 
January a коня, spokes- 
man announced local elections 
for April and said the ruling 
party could “envisage a multi- 
party system.” 

Following the 21 January 
rally, the leader of the MDU, 
Sanjaasurengiyn Dzorig, a 27- 
year-old university lecturer, 
had told reporters the official 
ban on demonstrations was un- 
constitutional. The union want- 
ed Mongolia to have a multi- 
party political system and an 
independent economy, he said, 
while the truth must be told 
about the horrors of the dic- 
tatorship of Marshal Choybal- 
san, Tsedenbal’s predecessor. 

The union's programme 
and rules are due to be confirmed at a na- 
tional congress on 18 February. Analysts 
believe that the Mongolian authorities have 
been frustrated in their attempt to head off 
the union's moves to seize the initiative, 
and that the ruling party now will be hard- 
pressed to live up to its claim to be the van- 
guard of Mongolian society. в 
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CHINA by putting up “big character” posters. 
z Another worry for the authorities is that 
many of the officers under investigation are 


believed to be serving in units in and 
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Politicians deal warily with military dissenters 
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Rank insubordination 





° ` By Tai Ming Cheung in Hongkong 
Г he impact of the pro-democracy 





movement and subsequent military 
crackdown in June 1989 seems to 
| have tested the loyalty of China's soldiers 
. more seriously than the authorities are will- 
. ing to admit. More than 3,500 officers, in- 
.. cluding political commissars, are currently 
. under investigation for suspected involve- 
. ment in the pro-democracy movement or 
— violation of their orders between April and 
. June 1989 when military units were sent 
. into Peking, diplomatic sources say. This 
- figure, which excludes other ranks, is a 
. major source of concern to the leadership 
| whose grip on power depends largely on 
. the People's Liberation Army (PLA). 
Although military officials have denied 
. any discipline problems in the ranks, an 
editorial in the Liberation Army Daily news- 
_ paper last October admitted that a “small 
number of military comrades had confused 
opinions, and were influenced by the idea 
that Marxism is finsshed." 

While few officers have yet been 
charged, it is likely that those who only 
. marched or signed petitions in support of 
. the pro-democracy movement or called for 
. restraint in the use of force to quell the pro- 
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tests, will escape with little more than re- 
primands. However, officers who actively 
collaborated with the protesters, defied or- 
ders or left their posts will be dealt with 
severely. The most senior serving officer so 
far implicated was the commander of the 
38th Group Army, Lieut-Gen. Xu Qinxian, 
who feigned illness rather than order his 
troops into Peking last May. Xu was be- 
lieved to have been court-martialled and is 
now serving a lengthy term at Qingcheng 
prison on the outskirts of Peking. 
According to reports citing an internal 
speech by PLA General Political Department 
director and Central Military Commission 
(CMC) general secretary Yang Baibing to a 
military audience last November, 20 officers 
and cadres of divisional level or above and 
36 regimental and battalion level officers 
were under investigation. In another inci- 
dent of military support for the protesters, 
two junior strategic missile corps officers 
were reportedly arrested for passing a 
speech to student protesters made by then 
CMC general secretary Yang Shangkun at an 
emergency CMC meeting in mid-May 1989, 
Diplomats said army cadets at a PLA politi- 
cal academy in Nanjing were also being in- 
vestigated for their reported involvement in 
supporting the pro-democracy movement 
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around Peking. These soldiers were heavily 
exposed to the pro-democracy movement's 
anti-government denunciations — despite 
attempts by political commissars to shield 
them. They also made up the bulk of the 
forces sent in to end the protests in Peking 
on 4 June. Many of these officers were re- 
cruited from the Peking region, and could 
therefore be expected to have personal ties 
that may have strained their professional 
loyalty. 

In response to the threat of dissatisfac- 
tion sweeping through the military, the 
leadership has tightened control of the PLA 
at all levels. At the top, policymaking is 
being shifted back from the PLA's general 
headquarters to the CMC and political com- 
missars have re-emerged with enhanced 
authority. Yang's promotion last November 
to general secretary of the СМС illustrates 
the renewed importance of political work 
over professionalism. This readjustment in 
command authority has significant implica- 
tions for the PLA — the most important one 
being that the army is being reoriented to 
undertake more internal security duties. 

Revised training schedules also reflect 
the swing back to politics over profes- 
sionalism. At an enlarged meeting of the 
CMC in early November 1989, it was agreed 
that 70% of the trainime curriculum would 
be devoted to political studies, with the re- 
maining 30% allocated for military training, 
diplomats said. z 
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SINGAPORE 


Lee may seek role as mediator in China reunification 


The honest broker 


By N. Balakrishnan 

ingapore and its Prime Minister Lee 
- Kuan Yew are becoming increasing- 

ly involved in Hongkong’s affairs 
in the run-up to 1997, when China resumes 
sovereignty over the British colony. Lee, 
who for years has maintained good rela- 
tions with the governments of Britain, 
China, Hongkong and also Taiwan; ap- 
pears to be offering himself as a potential 
honest broker in the process of Chinese 
reunification. 

In recent months, Lee has publicly 
stated his views on what he believes Hong- 
kong people should and should not do to 
ensure the territory's prosperity after 1997. 
In addition, Singapore's government- 
guided newspaper, The Straits Times, has 
reported that cash-rich companies in the re- 
public — particularly those with links to the 
government — аге preparing to invest 
nearly US$2 billion in Hongkong, in an at- 
tempt to boost flagging investor confidence 
in the colony. Government sources would 
not officially confirm the figure. 

Last year, Singapore offered permanent- 
resident status to about 100,000 Hongkong 
people. The government reasoned that the 
policy would help retain in the region 
certain highly skilled people who might 
otherwise settle permanently in developed 
countries. These people, the government 
said, would be able to return to Hongkong 
if they wished when the territory's future 
became more clear. 

On a "private" visit to Hongkong in 
early January, during which Lee met Gov- 
ernor Sir David Wilson and many of the 
territory's legislative councillors, the Sin- 
gaporean leader granted interviews to three 
carefully selected Chinese-language dailies 
— the Hongkong Economic Journal, the Orien- 
tal Daily and Ming Pao. These newspapers, 
which reach a broad cross-section of the 
colony's people, focused on Lee's views of 
politics in Hongkong and China. 

In his interviews, Lee said Hongkong's 
people should not assume that a fully 
functioning democracy would give them a 
stronger bargaining position with China. 
“That you have a 100% democratically 
elected . . . legislature standing up to Beij- 
ing will not ensure that 'опе country, two 
systems' will work because, in the nature of 
the arrangement, Hongkong is subordinate 
to Beijing’s overall sovereignty," Lee was 
quoted as saying. When China proposed 
"one country, two systems," it had in mind 
the territory governing itself "primarily in 
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the old British way," not as a 
full-fledged democracy. 

While most observers 
discount suggestions that 
Lee might have a mandate 
from Peking to dabble in 
China's affairs, Lee's strong 
links with all the govern- 
ments involved in Hong- 
kong's future would enable 
him to play the role of 
mediator in the reunification 
of China should any or all 
of the parties concerned re- 
quest it. 

In Hongkong, there has 
long been а school of 
thought among some Chi- 
nese that the colony would do well with "a 
Hongkong Lee Kuan Yew" — a strong 
leader who would stand up to Peking, 
perhaps even gaining independence for the 
territory. One of the Hongkong newspaper 
interviewers asked Lee if he thought the 
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territory would benefit from such a leader. 

Lee replied: "Suppose I had been born 
in Hongkong instead of Singapore, that I 
had come back in 1950 from my studies in 
the [Britain] to Hongkong instead of Singa- 
pore . . . I could have considered going to 


China to join the great reconstruction, or] _ 


could have emigrated to some place further 
away from communism, or I 
could have improvised and 
carried on as a lawyer [but] it 
is more exciting to go into 
manufacturing toys, or tex- 
tiles, garments, radios and 
watches . j 
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to form a political party and 
lead a political movement. If 
Hongkong could be inde- 
pendent, that is a different 
matter.” 

Lee also told the news- 
papers that despite the fact 
that Hongkong and Singa- 
pore competed in many 
spheres, it would not be in 
Singapore's best interests if 
Hongkong collapsed economically. “What 
Hongkong loses, Singapore may also lose 
because she will lose Hongkong’s multi- 
plier effect,” Lee said, referring to the cities’ 
mutually beneficial economic relation- 
ship. + 































or millennia, the Sea of Japan 
served as a conduit for the flow of 
culture between the Asian main- 

.. land and Japan, and for the ex- 
change of people and goods between the 
vo. But during recent history, the sea has 
become a centre of military rivalry and stra- 
tegy, and the economy of the coastal por- 
tions of all the countries bordering the sea 
has lagged. The use of the sea's resources 
could stimulate economic growth along its 
Sts. 
_ When all countries surrounding the Sea 
of Japan — Japan, North and South Korea 
and the Soviet Union — extend their juris- 
dictions over marine resources to the 200 
autical mile. exclusive economic zones 
7) allowed under the Law of the Sea 
Treaty, there will be no area unclaimed and 
Several areas where claims overlap. Yet 
гап resources know no boundaries — 
h swim, ships move, pollutants are trans- 
ported, and petroleum-bearing basins are 
distributed across these artificial lines. In- 
deed, the overlaying of a mosaic of national 
claims and regulations on transnational 
resources and activities creates the possibi- 








_ senior Vietnamese Communist Party 
leader has warned cadres that Asian 
L communists are not immune to the 
multuous changes taking place in Eastern 

pe. Vietnam's population wants more 

\осгасу, said Tran Xuan Bach, а polit- 
member who is tipped as a strong 


of a party whose officials have been 
to introduces political reforms, 














əst candid and systematic public attempts 
| senior official to explain the causes of 

dramatic politi€al changes in Eastern 

pe, and to spell out what Vietnam's 

' needs to do to survive. 

Although our society has improved as 

sures from inflation and market pres- 















tender to take over eventually leader- ` 





By Mark Valencia 
Marine Management 





lity, even the necessity, of cooperation. 

The Law of the Sea Treaty urges those 
countries bordering semi-enclosed seas like 
the Sea of Japan to cooperate with one 
another. The opening of a new chapter in 
cooperative use of the Japan Sea’s resources 
may be a vehicle for fulfilling for the Soviet 
Union, Japan and Korea the promise of the 
Pacific age and for changing this sea from a 
zone of tension and separation to a conduit 
of peace and prosperity. 

However, the cooperative management 
of the resources of this sea is especially 
complicated in that the coastal countries 
share similar historical and cultural back- 


sures have decreased to a certain extent, 
there is still unrest among the people,” said 
Bach, currently ranked ninth in the 13- 
member politburo. “They are demanding 
more democracy and more social justice, 
and want our cadres, party members and 
party as a whole to surge forward to the 
vanguard,” he said in a speech at a forum 
organised by Tien Phong (Vanguard) maga- 
zine in mid-December 1989, and broadcast 
on Hanoi Radio in mid-January. 

Bach, one of the younger members of 
the politburo at 65, caught the attention of 
Hanoi-watchers after the August 1989 
seventh plenum of the central committee, 
when he reportedly argued that the party 
should consider calls for broader political 
changes in Vietnam. | 

Speaking at the December forum, Bach 
said: “One cannot think that turbulence 


will occur only in Europe, while in Asia massive economic. | ind 
. things remain stable. No country can really - “You can't walk wi 
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grounds, but differ in internal political sys- 
tems, external political and economic align- 
ment, and levels of economic development. 
Indeed, for the past four decades, these dis- 
parities have not permitted cooperative 
ocean-resource management programmes 
to be formulated by ай the neighbouring 
nations. There are currently several agree- 
ments for bilateral regulation or develop- 
ment of the sea's fish resources, but none of 
them are binding on all the coastal nations. 


t is imperative for the coastal states to 
realise the importance of full regional 
cooperation in marine-resource man- 
agement. For example, in fisheries, 
there is little information on catch and. 
status of stocks in the western part of the 
Japan Sea, yet there are indications that 
North Korea's catch is almost as high as 
that of Japan. Total production has in- 
creased from about 9 million tonnes in 1982 
to 12 million tonnes in 1985. 

More information also is needed on 
oi and mineral potential, particularly 
in areas of overlapping jurisdictional 
content around the Tok Do/Takeshima is- 





consider itself stable. All socialist countries 
are now in a process of evolution to move - 
forward, have outstanding differences to be _ 
solved, and need to break off the long-exist- 
ing stress and strain of the old things.” 
Bach said the dramatic events were 
prompted by the abuses and mistakes of 
the communist leaders in Eastern Europe. 
This view is in marked contrast to that of. 
many other Vietnamese officials who often | 
blame the upheaval on “sabotage schemes — 
of the imperialists and reactionaries.” = 





[ e used the example of other socialist - 
-countries to call on his colleagues to: 
accompany economic liberalisation. "Some — 














tion while others carry out economic reno- 
-vation quickly, but are sluggish about poli- 


tical renovation," he said. "Other countries 
have engaged vigorously in political reno- _ 
vation, but have been slow in economic re- 
novation. However, all uj 
have faced a very tense s 
















ғ 


соша п 














lands and the southern Kuriles. Joint deve- 
lopment is one possible solution to over- 
lapping daims in areas with petroleum 
potential, such as in the southern and 
northern Japan Sea. This is a process in 
which the boundary dispute is set aside, 
and the parties agree to jointly explore and 
develop any resources in a designated area. 
For Tok Do/Takeshima, 
South Korea and Japan 


velopment of fish and oil in their attendant 
EEZ. 
In shipping, the Korea Strait is already 
one of the busiest in the world and, with re- 
gional economic growth, will become even 
more congested. Political tension could in- 
terfere with shipping in the region. A stric- 
ter regime for navigational safety will be 
necessary. 
The Japan Sea already is 


could agree on a 12 nautical- 0 showing signs of pollution, 
mile enclave around the z icularly with mercury 
rocks with joint aces Cooperative and oil. If coastal tourism is 
thereto, leaving their owner- to be a viable economic op- 
ship to be settled by future use of the tion, the sea must be kept 
generations. The parties clean from both land- and 
might agree on joint scien- sea may sea-based sources. Laws 
tific research in the northern 2 and regulations must be har- 
portion of the overlap area change it monised and cooperative 


and on joint development in 
the area of greatest prospec- 
tivity for hydrocarbons in 
the south. 

For the southern Kuriles, 
a solution to the islands’ 
issue is not necessarily a pre- 
requisite for the develop- 
ment of relations. Already 
Soviet and Japanese fisher- 
men fish in each other's territorial seas. 
Management of these rich shared fisheries 
should be cooperative, and the Soviet fish- 
ing industry could benefit from Japanese 
investment and technology. One possibility 
would be shelving the sovereignty issue for 
joint administration of the islands and de- 


from a zone 

of tension to 

a conduit of 
peace 


monitoring implemented. A 
UN environment program- 
me should be developed 
and implemented for the 
Japan Sea. 

As a step towards en- 
handing cooperation and 
understanding іп this 
area, the US Government- 
funded East-West Centre in 
Hawaii and the Far East Branch of the 
Soviet Academy of Sciences co-sponsored 
an international conference on the seas 
of Japan and Okhotsk from 17-22 Sep- 
tember 1989 in Nakhodka and Vladivos- 
tok. That conference was attended by 
policymakers апа scientists from all 


the coastal countries including North 
Korea, as well as China and international | - 
organisations. The conference established a | - 
warm rapport among the participants and 
fostered many individual and bilateral pro- 
ject proposals. 

The conference recommended: 
> Cooperative investigation of national 
economic development policies and trajec- 
tories in their regional context. | 
> Improvement of shipping services, port | 
facilities and of safety or navigation. 
> Cooperative studies of oceanography | 
and marine-resource potential. 
P Establishment of a UN Environment | 

e for the seas of Japan and | 

Okhotsk and the East China Sea. 
> Establishment of an informal working 
group for planning and coordination, | 
which would meet soon to establish | 
priorities for collaborative research and | 
training activities. 

It is clearly time to plan for orderly deve- | 
lopment. Joint research cruises involving | | 
scientists from all coastal states would be an | 
initial step. Eventually, cooperative efforts | 
might lead to the establishment of a region- 
al marine science and technology centre, as 
envisioned by the Law of the Sea Treaty. 
As political tensions relax and Japan and | 
South Korea’s economies continue to grow, | 
the Sea of Japan region will become increas- 
ingly important economically. „| 





ES 
Mark Valencia is a research associate at the 
East-West Centre. 
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short one and you can't walk with only one 
leg," he said. 

But Bach has not called on the party to 
give up its dominant political role and com- 
pete in a multi-party system. Instead, he 
wants the party to take the 
lead in introducing greater 
democratic reforms and 
allow more diversity of poli- 
tical ideas, as he said in a 
speech printed in the latest 
issue of an underground 
newspa published by 
the Club of Resistance, a 
group of ageing southern 
revolutionaries dissatisfied 
with the partys perform- 
ance since the end of the 
war against the US in 1975. 

In his December speech, 
Bach also seemed to criticise 
the -controlled press, 
which has reported the gov- 
ernment personnel changes 
in Eastern Europe but has avoided events 
like the dismantling of the Berlin Wall or 
the execution of Romanian leader Nicolae 
Ceausescu. “Trying to withhold informa- 
tion is a primitive concept,” he said. “Infor- 


mation must be adequately provided for . 


public choice." 
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Bach: outspoken. 


Bach is frequently touted as a possible 
successor to party chief Nguyen Van Linh, 
who is ailing and has hinted that he would 
like to step down. Many diplomats in 
Hanoi assume Premier Do Muoi, 72, would 
replace Linh if he cannot 
continue until the next party 
congress, scheduled for 
1991. But Eastern-bloc obser- 
vers believe Bach would be 
a strong contender for the 
post if Linh keeps his job 
until the next congress. 

Bach began his political 
career in his native pro- 
vince of Ha Nam Ninh, 
south of Hanoi. In 1976, 
he was ousted from the 
central committee, арра- 
rently because some of 
the party leaders thought 
Bach had acted improp- 
erly when he married 
a woman nearly 30 years 
younger than himself. 

Following Vietnam's invasion of Cam- 
bodia in 1978, Bach was put in charge 
of B68, the organisation responsible 
for Vietnamese ties with Cam- 
bodia. In this job, he reported to Le 
Duc Tho, a senior party leader who for- 
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mally retired at the party congress in 1986. | 
Bach's relationship with Tho has — 
prompted many observers to dub Bacha | 
conservative, though he jokes that jour- 
nalists who considered him as such were . 
"desperate." East European diplomats and | 
Vietnamese officials report that Tho still fre- 
quently blocks the reforms of party chief 
Linh, but in his writings before he retired, 
Tho accepted the need for economic | 
liberalisation while voicing concern that the 
changes not threaten the party's dominant 
political position. 
Bach returned to the central committee — 
in 1982, and іп 1986 was appointed to the - 
politburo. He was put in charge of the 
party's foreign relations and recently he has _ 
been given responsibility for arts and cul- - 
ture. He has also become one of the party's 
leading ideological thinkers in recent years. 
East European diplomats say Bach’s fre- 
quent participation in foreign communist 
congresses has deeply influenced his politi- 
cal thinking. "He travels widely and sees 
what's going on in the world,” said one- 
diplomat. While other Vietnamese officials 
did not respond in df&cussions with East 
European officials on developments in their 
countries, Bach was still speaking out. 
"He's more open to new arguments and is. 


looking for options." " 
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PHILIPPINES 


Enrile cries persecution and a rebel resigns 


Cory gets tough 


By John McBeth in Manila 


orced to rely on anti-riot police air- 
К lifted from distant Manila, the gov- 

ernment finally has dislodged rebelli- 
ous Cagayan Governor Rodolfo Aguinal- 
do following an 11-day stand-off that 
threatened to make a mockery of President 
Corazon Aquino's efforts to cultivate a 
tougher image. Given his popularity, how- 
ever, the saga surrounding northern 
Luzon’s mountain king may be far from 
over. 
Hundreds of Aguinaldo supporters bar- 
ricading the governor's office in the provin- 
cial capital of Tugeugarao, relented after the 


_ 43-year-old former Philippine Constabulary 


(PC) colonel agreed to step down to avoid 
bloodshed. Officials expect to file rebellion 


. charges against him for supporting last De- 


cember's abortive coup in a radio broad- 
cast. 
The governor had threatened during the 
broadcast to move on Manila with troops, 
but military sources now believe only a 
handful of rebel soldiers ever left Cagayan. 


| What happened to them is uncertain. Offi- 


cials in provinces along the Cagayan-Mani- 
la route, say there were no troop move- 
ments through their areas. 

Aquino has been criticised for her handl- 
ing of the affair, first by waiting more than 
a month to suspend the governor, and then 
by not acting decisively enough when he 
refused to leave. Former justice secretary 

Ordonez feels the criticism is un- 
fair. "She has followed through on estab- 
lished ures," he told the REVIEW. 
"She has called his [Aguinaldo's] bluff and 
exposed him for the disloyal person that he 


is. 

Aguinaldo was replaced by vice-gover- 
nor Melvin Vargas, who had been sworn in 
as acting governor on 9 January, shortly 


_ after the suspension order was issued by 


Local Government Secretary Luis Santos. 
Aguinaldo succeeded in stalling the process 
by getting an injunction from a local judge, 
but that ruling was later overturned by the 


Supreme Court. 
It was not the first time Aguinaldo had 


. courted controversy. He also backed the 


August 1987 revolt when he was provincial 
PC commander, but escaped prosecution 
and later resigned his commission to 
mount a successful fampaign for the gover- 
norship, winning a landslide victory over 


. the incumbent Teresa Dupaya, a member 


of an influential political clan. 
Ever since then, Aguinaldo has been in 


conflict with the Dupayas and many of the 
province's mayors, traditional politicians 
who he is convinced are a greater enemy to 
the country than the communists. But if 
local officials fear him or remain neutral, he 
is popular among barangay captains and 
the people. He is also known to have the 
loyalty of 90% of the security forces in the 
province and what is seen to be his own 
personal 500-strong force of communist 
surrenderees and Negrito tribesmen. 

The mayors accuse Aguinaldo of run- 
ning an illegal small-town lottery and other 
shady money-making schemes. The gover- 
nor levels similar allegations of his own and 
says his opponents are wholly responsible 
for the depressed state of Cagayan — one 
of the country's poorest provinces and the 





Aguinaldo steps aside . . . eventually. 


former hometown bastion of Sen. Juan 
Ponce Enrile when the latter served as Mar- 
cos' defence ) 

The once-dose relationship between 
Aguinaldo and Enrile cooled during the 
gubernatorial elections, which makes their 
currently shared predicament all the more 
intriguing. But while the impetuous gover- 
nor may find it difficult to distance himself 
from the December revolt, Enrile is likely to 
prove much more difficult to pin down. 

If Aquino has openly accused the sena- 
tor of having a hand in the coup, the nature 
of the evidence made public so far suggests 
the main motive of the charges may be to 
keep him off balance. What may be a par- 
ticular worry for Enrile, however, is 
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whether the Davide Commissio 
man panel charged with investi; 
coup Wil use newly enacted leg 
examine the bank deposits and ot 
cial transactions of suspected con 

In a senate speech on 3 Janu: 
accused the administration of { 
evidence and of using the "awes: 
ers of the presidency to perse 
perhaps eventually silence the so 
tion voice" in the upper house of 
“The witchunt,” he said, “has 
alarming proportions.” 

Enrile’s indictment by the 
Bureau of Investigation (NBI), whi 
to be approved by the Justice De 
daims that coup leader Gregorio 
was seen conferring with Enrile 
party at the latter's home in Ma 
December. "Affadavits signed 
waiters say the cashiered colonel [. 
was in the company of armed sok 
carried a white insignia on their lef 

The senator says he has not 
former aide "personally nor his 
since 1987. Honasan has told inte 
however, that he personally comn 
with Enrile before the coup to te 
would not be a member of any ruli 
This, he is said to have explained, 
a vote taken by core members o 
form the Armed Forces Movemer 

The charge against Enrile is 1 
two 1954 cases in which the de 
were convicted of rebellion for as 
with insurgents, even though they 
taken up arms against the gov 
The senator claims the gatherin 
home was actually a regular mass 
for his household staff and family 

Unlike Aguinaldo, it is difficu 
lieve that a politician as shrewd , 
would expose himself to prosec 
such an obvious manner. In any е 
judicial system has proven to be 
voluted that even the assassin 
Aquino's late husband, Benigno 
has yet to be legally resolved sev 
after he was gunned down at М; 
port. 
Still, the president has underl 
determination to go after the coup 
by naming a former police chief, 
Lim, as the new director of a 
strengthened NBI (REVIEW, 25 Janui 
believed, even among RAM symp 
that Lim's web of informants may 
be a lot more effective than the 
compromised _ intelligence-gatheri 
work, 

Interestingly, the police have | 
sponsible for tracking down all fo 
officers captured since the coup. Lir 
seized Lieut-Col Bibby Bibit, an Ag 
classmate and one of the principals 
asan's RAM, while the other thre 
trapped by pc intelligence ope 
whose main mission is normally | 
against the communist insurgents. 
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Censors cut film to forestall offending China 


Fear thy neighbour 


By Margaret Scott in Hongkong 


n the 8th floor of the Hongkong 

Arts Centre there is a small, clut- 

tered room with a video machine. 

A few curious journalists have 
gone there to watch the first part of a 
documentary called Mainland China 1989, 
but ordinary audiences are not allowed. 
The segment has been censored for political 
reasons. 

In December, Hongkong audiences 
were promised the documentary as part of 
a film programme organised by the govern- 
ment-sponsored Arts Centre covering the 
work of Chang Chao-tang, a Taiwan 
photographer and film-maker whose films 
revolve around the idea of a divided home- 
land. But when the censors saw the first 
segment — a 16-minute, 45-second section 
entitled “They are Writing History” about 
the student movement in Peking and its 
violent quashing on 4 June — they called jj 
propaganda and demanded that it be ex- 
cised. The Arts Centre appealed the deci- 
sion but lost. Invoking the Film Censorship 
Ordinance, the censors decided, and mem- 


bers of the review board concurred, that 
this segment was likely “to seriously 
damage good relations with other ter- 
ritories.” 

China, of course, is that other territory. 
A government official, who refused to be 
named, said the censoring of those 16 min- 
utes must be view@d in a political context, 
and one that has changed dramatically 
since 4 June. “What upset China in April is 
different from what upsets China now. It is 
not a fixed quantity; it is a shifting target,” 


he said. “We have to pay attention to the 
shifting political sensitivities of the Chinese 
Government.” 

This official went on to explain that it 
was the obligation of the Television and En- 
tertainment Licensing Authority, the gov- 
ernment outfit that enforces the censorship 
ordinance, to determine what is offensive 
to China because when China takes offense 
Hongkong can get hurt. “The Chinese 
Government is capable of taking offense 
and attacking Hongkong and this causes 
worry and concern among Hongkong 
people.” He added that if censoring those 
16 minutes forestalled infuriating Peking 
then “the price to pay wasn’t very high at 
all.” 

Perhaps excising 16 minutes of a 78-min- 


ute film most people otherwise would not 
THE STOCK HOUSE 
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Tiananmen protest; shots the censors cut. 


have heard of is not that calamitous, but it 
does have ominous resonances for Hong- 
kong film-makers, artists and intellectuals. 
First, if Hongkong’s censors judge films ac- 
cording to their perceptions of the shifting 
temper of China’s leaders, then film-mak- 
ers are hostages of politics. And second, 
this decision comes at the very time when 
more and more residents of this Crown col- 
ony look to the Hongkong Government to 
do as much as it can to safeguard their free- 
doms before Hongkong officially becomes 
part of China in 1997. This decision seems 
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to be taking the government in the opposite 
direction. 

What was so incendiary in those 16 
minutes that the censors, the 10-member 
review board and the Political Adviser's Of- 
fice unanimously agreed that the segment 
should not be shown to the public? “They 
are Writing History” opens with a rapid-fire 
sequence of images of Tiananmen Square: 
old black and white footage of a cluster of 
students protesting in May 1919 gives way 
to shots of a sea of marching Red Guards 
holding aloft their Little Red Books fol- 
lowed by scenes of pandemonium and 
scrambling students and soldiers after 
the shooting began in June. “Tiananmen 
Square was crying sadly,” a narrator's voice 















begins. “For 40 years, it has been looking 
coldly on the Communist Party of China 
which again and again repeated its bloody 
crackdowns on dissidents. Yet the square 
had never before felt so hopeless and help- 
less facing the dawn of 4 June.” 
Accompanying the commentary are 
those so familiar images of the chaos and 
casualties of 4 June and they frame a series 
of interviews with the equally familiar as- 
trophysicist-turned-dissident Fang Lizhi, 
his wife and Peking University professor Li 
Shuxian, the student leader Wang Dan and 
the political theorist Yan Jiaqi. They were 
each interviewed before 4 June, before Fang 
and Li sought sanctuary in the US Em- 
bassy, before Wang was arrested and Yan 
fled to Paris. They talk about the hopes of 
the student movement, the failure of the 
communist party, th® need for human 
rights and democracy in China. The nar- 
rator refers to them as intellectuals, the 
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have manipulated and de 
. narrator says, “killing an intellectual is just 
. as simple as killing an ant." 

[һе segment ends with the narrator say- 
ing: "Patriotic but also outspoken Chinese 
intellectuals like Fang and Yan may once 
again become the scapegoats of the com- 
munist party's dictatorship. But we believe 
that like the patriotic students, they to- 
gether are writing history and history will 
` remember them fairly.” 

— cc China's leaders certainly would not be 
pleased. But why was it censored? This 
. was the first use of the political censorship 
. Clause since the ordinance was rewritten in 
. 1987 amid accusations that the goverment 
. had previously been illegally censoring 
` films. Secretary for Home Affairs Peter 
. Tsao oversaw the rewriting of the ordi- 
—pance and now says Hongkong should 
"take comfort that it has taken so long 
to be used. "The test is much more se- 
vere in the new ordinance," he says, 
pointing out that now censors must 
by law consider the terms of Artide 
19. of the International Covenant on 
. Civil. and Political Rights (enshrining 
freedom of expression) in their delibera- 
tions. 





ut when the Arts Centre appealed 

the censors' cut, its plea was that 

| Article 19 had been ignored. In a 

letter to the review board, the Arts 

Centre wrote that it was "concerned by the 

- implications to the arts world," and that 

О the work in question derives much of its 

artistic merit from its social relevance and 

we believe that the excision of the opening 
sequence seriously diminishes its validity." 

Оп 29 December, the review board 

sided with the censors and the cut was up- 
- held. The chairman of the review board, 

Hongkong University professor Poon 

Chung-kwong, again described the seg- 

ment as propaganda. He said the decision 

to ban it was a matter of timing. 

It is true these are not the best of times 
where the relationship between Hongkong 
and China are concerned. Ever since the 
students in China rose up and Hongkong 
rose with them, relations have been 
strained. The Chinese Government took 
notice of the euphoric support, the massive 
demonstrations, the millions of dollars 
raised here. They took note of Hongkong 
<: activists“ call for the overthrow of the cur- 
© gent leadership for ordering June's shooting 


` ` and of their role in the underground rail- 


.. way that spirited away dissidents fleeing 
< arrest. China's leaders have called this sub- 
version and every so often Hongkong has 
` been attacked for tolerating this subversion. 
з Apparently in Poon’s figuring, Chang's 
film came along at just the right time to 
‘show Peking that fhere are limits to this 
toleration. The price, as the official says, 
was not very high. 












. the attempts in film, in dance, in song, in 


But there is another way to view the 
timing. That is the view that Chang's pre- 
occupation with China is echoed by artists 
and intellectuals in Hongkong. To censor 
him is an unfortunate signal to be sending 
at the very time when many in Hongkong 
are exploring for themselves just what and 
who they are in relation to China. One of 
the most interesting and significant re- 
sponses to 4 June in Hongkong has been 


magazines to come to terms with the sense 
of having a split personality: identitying 
with China at the same time being a place 
apart. 

Overseas Chinese — and Hongkong is 
the capital of overseas China — have long 
had an ambivalent patriotism; many have 
broken ranks with the Chinese state by flee- 
ing communism but have remained loyal 
to the idea of Chinese civilisation. The stu- 


dent movement gave а new definition to · 


notion of being patriotic and sparked re- 
markable emotions in Hongkong, as if their 
taking over Tiananmen Square laid a new 
claim on Chinese patriotism. 

As a result, the crackdown sparked an 
urge among many in Hongkong to record 
and chronicle what happened and probe 
anew the question of what it means to be 
Chinese. It is no accident that the theme for 
the Hongkong portion of the Hongkong In- 
ternational Film Festival this April will be 
“the China factor" in Hongkong cinema. A 
young film-maker named Shu Kei has al- 
ready received funding from the Japanese 
network NHK for a television documentary 


on how Hongkong has been affected by 4 | 


June. He has called it Sunless Days. 

Shu Kei says that 4 June brought into in- 
escapable focus the choices everyone in 
Hongkong must make: escape and forget 
or join the fight to change China. He has 
just completed a rough cut of Sunless Days 


which is his attempt to depict these choices; | 


it is a bit jumbled but it does describe not 


just the newfound sense of identity among | 
Hongkong people but also their fears. The | 


film delves into the contortions families go 
through in deciding whether to emigrate, 


induding Shu Keiís own family. One || 
brother is already in Australia, and the | 


film shows the other brother leaving for 
Canada. Shu Kei says he plans on staying: 
"This is where I have something to say." 
Perhaps it will be film that captures the 
contradictions and tensions of being Hong- 
kong Chinese. Film is the most neutral, 
modern form of expression and immensely 
suited to Hongkong. Shu Kei, for instance, 
is 33, and it will be his generation, 65% of 
whom were born in this town of immi- 


grants, who will give voice to Hongkong's | 


identity and help shape what Hongkong 
becomes after 1997. But if the long arm 
of Peking already dictates the borders 


of acceptable expression, Shu Kei's gen- |. 
eration may find they have very little to | 


say. ы 
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830 km above earth surface, SPOT... 
spots more details than, a man pee- 
ring out of his window. 

Since 1986, SPOT has transmitted 
thousands of photographs thus en- 
lightening scientific research in the 
whole world, 

SPOT is the name of an earth obser 
vation satellite designed and produ 
ced by MATRA. 

Along with ECS, TELECOM] and 2 
HISPASAT and HIPPARCOS, SPOT 19 
another example of MATRA master 
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Conflicting visions in Kabul and the refugee camps 
War-torn women 


By Ahmed Rashid in Peshawar 
and Kabul 


n the refugee camps salted around the 
1 Pakistan border town of Peshawar, the 

women wait for the war in Afghanistan 
to end from behind closed doors. They live 
in purdah, cloaked in robes from head to 
toe and cut off from the outside world. But 
in Kabul, rocket shells rather than religion 
keep women inside. 

The contrast between the way women 
live in Kabul and the Nasirbagh camp in 
Peshawar is stark. It is a contrast that tells 
much about the divisions in Afghan society 
that led to the war between the communist 
regime in Kabul and the mujahideen, most 
of whom are Islamic fundamentalists. Af- 
ghan women — whether in Kabul or a ref- 
ugee camp — have suffered during the 10- 
year-long civil war, and they will continue 
to bear a heavy burden in any peace. The 
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war has divided women culturally and so- 
cially. And in the past year, as the Kabul re- 
gime and the mujahideen vye for legiti- 
macy, each side has put increasing pressure 
on women to demonstrate the virtues of 
the different ideological systems. 

At Nasirbagh camp, for example, there 
are 1,800 widows out of a refugee popula- 
tion of 47,000. Contrary to Afghan rural 
tradition before the war, their lives are now 
dominated by male mullahs (religious 
teachers) who forbid them to leave their 
mud homes even to meet female friends 
and relatives. We8tern aid workers say 
many of them are suffering from severe 
psychological problems and depression, 
but the mullahs prevent them from receiv- 
ing treatment. 


There are 2.8 million Afghan refugees in 
Pakistan and more than 50% of them are 
women, but they are rarely discussed. In 10 
years of covering the Afghan war, corres- 
pondents have rarely if ever been allowed 
to interview refugee women and usually 
they are never seen. When the first ref- 
ugees started arriving in Pakistan in 1979, 
the educated women of the Afghan élite 
fled to Pakistan's cities, leaving the camps 
in the hands of the mullahs and tribal elders. 
The relative freedom of rural life before the 
war came to an end. As fundamentalist ar- 
dour led to peer pressure, more extreme 
rules for the seclusion of women became a 
sign of devoutness among family heads. 

Widows are unable to remarry because 
of the huge shortage of eligible men; more 
than 1 million or 9% of Afghanistan's total 
population have been killed in the war. The 
mullahs permit few women to be educated 
except for study of the Koran, while none 





Living under the muliah’s thumb in the Nasirbagh camp. 


are permitted to work. Recently the hand- 
ful of Afghan women teachers who run 
private schools in Peshawar and Quetta 
for the better-off refugees, have been 
threatened and even shot at and at least 
one girls’ school has dosed down. Some 
girls study in religious schools set up by po- 
litical parties but only until the age of nine 
or so. Women play no obvious role in the 
war effort. 

The contrast in Kabul is stark. Women, 
wearing fashionable skirts and make-up 
predominate in lower-paid jobs in govern- 
ment ministries. At Kabul University, 65% 
of the 7,000 students are women. There are 
women pilots, army officers, technicians 
and even commanders of local militias. 

Women have an immeasurably tough 
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life in Kabul. Electricity is only available on 
alternate nights, restricting students’ ability 
to study at night. There are long queues 
outside government bakeries and shops 
where food is available at controlled prices. 
Diesel and kerosene fuel, used for transport 
and heating homes is only available at 10 
times the price on the black market. 
Another problem is living with a regime 
that kidnaps sons from street corners and 
turns them into soldiers. 

There has long been a small urban élite 
in Afghanistan and women from the élite 
have always taken education for granted. 
In fact, it was the notion of enforced literacy. 
for women, a plan brutally pushed by the 
ruling People's Democratic Party of Af- 
ghanistan (PDPA) in 1978, that provoked 
sustained antagonism against the regime 
from conservative Afghans. Then, after the 
Soviet invasion, with the huge mobilisation 
of men for the war, the need to work in 
order to feed the family, brought women 
into the workforce. 

Noorma Salik, a 28-year-old senior pro- 
ducer of music programmes on Kabul TV, 
says: “I am not a political activist but I will 
resist those backward mujahideen who 
want to destroy women.” Kabul women 
are among the most active opponents of 
the fundamentalist guerillas and the story 
of some fundamentalist leaders now in 
Peshawar, who allegedly threw acid in wo- 
mens’ faces while they studied at Kabul 
University, is repeated by every woman.  . 

Nafas Jehid, 28, a Tajik from northern 
Afghanistan and mother of five children is 
a party activist. She runs à nursery school 
for orphans, whose parents have been kill- 
ed in the fighting or through mujahideen 
rocketing. "Women will never vote for the 
mujahideen if there are free elections in Af- 
ghanistan. The women in the refugee 
camps don't know about human rights, 
education, or working outside the home. 
They have never been given the chance. 
We want women to be part of social life," 
she said. 

The war has not only devastated lives 
but changed the demographic balance of 
the country. The rural population has 
declined from 85% in 1977 to 23% today, 
while the urban population has increased 
from 15% to 24%. The result has been a 
huge influx either to refugee camps abroad 
or to Afghan cities where rural women 
have been metamorphised. Women, still 
wearing the burkha that covers a woman 
from head to toe are still visible in Kabul, 
but the city changes both them and their 
menfolk very fast. 

The critical problem in the future will be 
how Afghan women in the refugee camps 
and the urban areas will once again form a 
cohesive nation. The role of women has 
only become a more important political 
issue dividing the nfujahideen and the 
PDPA since the Soviets withdrew their 
troops from Afghanistan. * 


1 FEBRUARY 1990 





BOOKS 





A room of one’s own 


Innovative Architecture of Singapore 
by Robert Powell. Select Books, Singapore. No 


price given. 


Somewhere along the line, Lee Kuan 
Yew, once hailed as the best Englishman 
east of Suez, began fretting that Singapo- 
reans were being leeched of their Asian- 
ness. "The day the Chinese lose their Con- 
fucianness . . . that day we become just 
another Third World society" was the way 
he put it. Such worries begat courses on 
Confucian values in the schools, talk of core 
Asian values, a national ideology. And, ac- 
cording to Robert Powell, such worries also 
begat innovative architecture. 

Powell, an architect who travelled from 
England to teach at the National University 
of Singapore, claims that tiny Singapore is 
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Serangoon Gardens Country Club. 





on the cutting edge of solving the dilemma 
hounding architects and leaders of de- 
veloping nations alike: to be Western or in- 
digenous, modern or traditional? Following 
Lee's lead, Powell advises architects to 
answer the call of their Asianness and 
labels the result innovative. For Powell, in- 
novation is architecture "inspired by the 
cultural past" which expresses Singapore's 
uniqueness. Innovative Architecture of Singa- 
pore is his catalogue of this uniqueness. 
Powell belongs to the school of thought 
which believes architecture is about a lot 
more than buildings. Anyone who has 
seen Peking’s Tiananmen Square or Ang- 
kor Wat would hardly disagree. Archi- 
tecture, in short, is about identity or, oc- 
casionally, about an imposed identity, usu- 
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ally by the state. But what kind of identity 
is it that Powell finds in the 33 buildings (in- 
cluding one in Kuala Lumpur) he has cho- 
sen to applaud in words and pictures? 

He starts by saying that a tropical sensi- 
bility, attuned to climate and landscape, is 
fundamental to the nurturing of a vernacu- 
lar architecture. Few would argue, and 
Powell gives some lovely examples in this 
volume that concentrates on buildings com- 
pleted in the past five years or so. There is 
the vast, glass-covered garden room at the 
Serangoon Gardens Country Club de- 
signed by the firm of Akitek Tenggara to 
celebrate tropical heat and light; there is the 
cosy, outdoor courtyard that forms the 
heart of the Housing and Development 
Board’s Bukit Batok Neighbourhood 
Centre, and there is the soaring atrium of 
the 13-storey Parkway Builders’ 
Centre which illuminates a public 
plaza at its base. 

But Powell's definition of innova- 
tion does not stop at atmospherics. 
He goes on to applaud architecture 
which encapsulates the duality of 
Chinese culture, the yin and the yang 
of life and so on. He praises architects 
whose goal it is "to reflect regional as- 
pirations." He calls avant-garde those 
who attempt "to articulate a truly 
contemporary Singapore architec- 
ture.” He commends William Lim's 
design for a building called Unit 8 be- 
cause “there is a duality introduced 
which has deeper roots in Chinese 
culture . . . outside and inside giving 
visual connection between spaces 
and reflecting Lao Tsu's notion of 
transitional relationships.” This 
seems contrived. 

Powell approves of architects who 
invoke culture and talk about creat- 
ing an architectural language differ- 
ent from that in the West. Of course, 
Singapore is different from Berlin or New 
York, but searching for the yin and the 

yang lurking under the steel beams seems a 
peculiar way of discovering the differences. 
And turning to Lee Kuan Yew warning 
about the danger of “becoming a pseudo- 
Western society,” as Powell does in his in- 
troduction as a way to underscore the im- 
portance of finding Singapore's unique- 
ness, seems a strange source of inspiration 
for innovation. 

Innovative Architecture of Singapore re- 
minds me of a remark once made by a Thai 
architect, whose work qualifies for the label 
innovative: “I don’t know if there is such а 
thing as Asian architecture. All I know is 
that there is good architecture and bad ar- 
chitecture." п Margaret Scott 
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а pilotiess light rapid transit system, 
transports several million passen- 
gers daily. 

In PARIS, in CHICAGO, in TAIPEH as in 
other major world cities, science now 
serves each one of these passen- 
gers. 

Their safety is monitored by the most 
advanced automatic systems. 
When it comes to human lives, relia- 
bility must be absolute. 

The most dynamic cities in the world 
are aware of this when they select 
MATRA. 
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On with the race 


Microcosm: The Quantum Revolution in 
Economics and Technology by George 
Gilder. Simon & Schuster, New York. 
LIS$19.95, 

The Battle for the World of Tomorrow 
by Fred Warshofsky. Scribners, New York. 
US$22.50. 


Here are two books ostensibly covering 
the same territory — the origins, develop- 
ment and future of the semiconductor in- 
dustry — but which differ considerably in 
the way they approach the subject and the 
conclusions they draw. 

On the one hand, we have an in- 
tellectual tour de force from George 
Gilder, sometime speechwriter for 
Ronald Reagan and author of Wealth 
and Poverty, one of the central texts of 
the Reagan era. (Do not be put off by 
this.) On the other, an industrious if 
somewhat plodding account from 
the less well-known Fred Warshof- 
sky, whose credits — it says on 
the book’s dust jacket — include 
America’s First Women Astronauts. 

Both books detail the extraordi- 
nary story of the invention of the 
transistor by William Shockley at Bell 
Laboratories, Shockley's failure to 
capitalise on his work, the success of 
his disciples first at Fairchild then at 
Intel, the subsequent invention of the 
integrated circuit, the memory chip, 
the microprocessor, and the chal- 


On Japan's Silicon Island. 
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lenge to US domination of the industry by 
Japan. 

But whereas Warshofsky has been con- 
tent to present a conventional view of the 
industry cobbled together from interviews 
and printed sources, Gilder has gone back 
to first principles, pondered long and hard 
on their implications and come up with a 
stunningly original and stimulating book. 

Gilder believes that the microchip is the 
most important technology in the history of 
mankind. Made from silicon, one of the 
commonest elements on earth, chips derive 
their value not from the material from 
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which they аге made, but from the ideas 
which their circuits embody. 

As the scale of microchip integration 
rises, so the sophistication of the intellectual 
content increases. A commonplace within 
the industry is that yesterday’s computer is 
today’s chip, and today’s chip is tomor- 
row’s building block. 

The hero of Gilders book is Carver 
Mead, a professor of electronic engineering 
at the California Institute of Technology 
(Caltech). A decade ago, Mead was the 
driving force behind the development of 
the “silicon compiler,” a set of software 
tools that enable a designer directly to ex- 
press his ideas in silicon without having to 
bother with the intricacies of chip produc- 
tion. As chips reach the million transistor 
level, it is now virtually impossible to de- 
sign them without recourse to such tools. 

To Gilder, the advent of the sili- 
con compiler has shifted the balance 
of power within the electronics in- 
dustry decisively in favour of the in- 
dividual at the expense of the chip 
manufacturer, now relegated, he be- 
lieves, to the role of printer of the de- 
signers work. Since there are far 
more electronic systems designers in 
the US than Japan, insists Gilder, 
the US is much better placed to 
capitalise on the relentless rush to- 
wards ever larger chips. Equally, 
since all a designer needs to create a 
new chip is a computer work station 
and some software tools, Gilder be- 
lieves that, in the future, as in the in- 
dustry's infancy, the entrepreneur 
will have the advantage over the es- 
tablished firms in driving the indus- 
try forward. 





When the chips are down 


Made in America: Regaining the 
Productive Edge by Michael Dertouzos, 
Richard Lester, Robert Solow and the 
Massachusetts Institute of Technology 
Commission on Industrial Productivity. The 
MIT Press, Cambridge and London. US$17.95. 


Here is a book which focuses on the US’ 
own manufacturing problems in explaining 
the persistent US-Japan trade imbalance, 
instead of blaming it all on Japan's freak 
economy, unfair trade practices and "struc- 
tural impediments" to imports. "To under- 
stand what has been happening to Ameri- 
can productivity, one must know what has 
been happening on the shop floor, in the 
laboratory, in the board room and in the 
dassroom," the authors say. One hopes 
that the US would indeed regain some of 
its lost productive edge if only because a 
hegemon in decline is difficult to live or 
reason with, and because the US has prob- 


ably been a better hegemon than any other 
power or group of powers replacing it is 
likely to become. 

There is a sizeable literature on declining 
US competitiveness, an issue which at- 
tained national significance with the ap- 
pointment of the President's Commission 
on Industrial Competitiveness by Reagan 
during the early 1980s recession. But by the 
time the commission produced its report in 
1985, macroeconomic boom — and with it 
complacence — had returned and the re- 
port's recommendations, implying in- 
creased. government involvement in the 
economy, were largely ignored. 

With specific American industries con- 
tinuing to suffer setbacks in trade, how- 
ever, the debate on competitiveness went 
on quietly, with proponents of activist po- 
licy calling variously for fiscal discipline and 
capital formation, devaluation of the US 
dollar, regulatory reforms, more reciprocal 
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trade arrangements, improvements in the 
governments science and technology as 
well as education and training policies and 
better production and management strate- 
gies at industry and company levels. 

What is unique about Made in America, 
which is based on a close examination of 
key US industries by expert teams, is its 
dogged concentration on production. For 
example, in comparing American and Ja- 
panese car manufacturing methods, the au- 
thors declare: “The Japanese have found a 
better way. The Japanese pioneered flexible 
manufacturing, in which a plant can shift in 
minutes from production of one model to 
another. Die changes on a stamping ma- 
chine that took from eight to 24 hours in 
American plants could be done in five mi- 
nutes in Japanese plants.” The book is full 
of such examples — which add to the cre- 
dibility of its conclusions. 

The rationale is that the only way to im- 
prove the US trade balance without sacrific- 
ing a high and rising standard of living at 
home is to improve the US productive per- 
formance — unless, of course, foreigners 
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An attractive theory, and one which is 
persuasively — even at times poetically — 
argued. His advocacy of the entrepreneur 
and a concomitant attack on the efficacy of 
government intervention has thrust Gilder 
into the forefront of the current debate in 
Washington on whether the US should 
adopt an industrial policy to support 
strategic industries such as semiconductors, 
deemed to be under threat from Japan. 

Microcosm is the product of a truly in- 
quiring mind. Gilder does not shy away 
from the profound paradoxes which en- 
shroud quantum physics, the theory on 
which all semiconductors are ultimately 
based. Indeed, he provides one of the most 
lucid and entertaining explanations of the 
trickiest subject that this reviewer has ever 
come across. 

Unfortunately, he is less than thorough 
when it comes to Japan. Indeed, his de- 
scriptions of Japan and the newly indus- 
trialised countries as “barren” and as “a 
few small, cold stony islands off the east 
coast of Asia” (Taiwan cold? And Kyushu 
— Japan's so-called Silicon Island, which 
still makes much of its living from agricul- 
ture — is anything but barren. Perhaps he 
means lacking in natural resources?) make 
one wonder how much time Gilder has 
actually spent in Asia. 

His chapters on Japan do cover some 
new ground — in particular, the key role in 
the growth of the Japanese semiconductor 
industry played by the entrepreneurial 
equipment supplier, Tokyo Electron. They 
also add colour to other important aspects 
of the story — the reasons for early Japan- 
ese recognition of the importance of C-MOS 
process technology, for example, and the 
significance of the entrance to the DRAM 





business of commodity makers like NMB. 
But his analysis is ultimately patchy and 
suffers from a fashionable over-eagerness 
to pooh-pooh the importance of the Minis- 
try of Trade and Industry in marshalling 
the Japanese industry for its assault on the 
American microchip market. 

Ultimately, in his attempt to assert the 
supremacy of mind over matter, Gilder fails 
to acknowledge the crucial importance of 
keeping pace with manufacturing technol- 
ogy (in order to recoup the return on in- 
vestment in design) or the strategic signifi- 
cance of the increasing dependence of the 
US on Japan for that manufacturing 
technology. 

Warshofsky, or rather the people that 
Warshofsky interviews, is more realistic on 
these issues. Indeed, his book is principally 
valuable as a collection of lengthy inter- 
views with prominent semiconductor 
executives in South Korea, Taiwan and 
Europe, as well as Japan and the US. How- 
ever, the author would have been well ad- 
vised to keep to a minimum his own com- 
ments and gratuitous descriptions. In addi- 
tion to which, the book is full of irritating 
minor errors and misspellings and, though 
only just published, is in many respects al- 
ready out of date. 

Perhaps, given their very different 
scope, it is unfair to compare the two 
books. For all its faults, Warshofsky’s book 
will be useful for reference to serious 
students of the semiconductor industry. 
But Microcosm can be recommended to the 
general reader as one of the most fascinat- 
ing and most consistently enjoyable in- 
sights into what Gilder is undoubtedly 
right in seeing as the most important 
technology of our time. m Bob Johnstone 





agree to keep on financing American debt 
and deficit indefinitely. 

The book does, as it should, mention 
the tangible and intangible barriers the Ja- 
panese put up against foreigners, as well as 
Japan’s government-business cooperation 
and subsidies. But these factors are placed 
in perspective and enumerated without the 
preachiness that accompanies other ac- 
counts of US-Japan relations. 

Made in America lists US manufacturing's 
ailments — outdated production system, 
lack of interest in foreign markets, short 
time horizons, high cost of capital, weak- 
ness in commercial application of new 
technologies, neglect of human resources, 
failure of cooperation (within companies, 
between companies in the same industries 
and among suppliers, manufacturers and 
end users) and lack of government-busi- 
ness cooperation. 

Each diagnosis naturally suggests some 
remedies, but because the ailments are so 
wide-ranging and fundamental, they can- 
not be tackled all at once. Given limited re- 
sources, priorities must be set and a stra- 
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tegy formulated — something the book 
does not quite accomplish. Nevertheless, it 
does offer some original advice at the com- 
pany level: companies should aim at simul- 
taneous improvement in quality, cost, and 
delivery, and at flatter and less compart- 
mentalised organisations. 

The book does not tell us what to think 
of manufacturing in the US undertaken by 
foreigners, a growing phenomenon pushed 
along by fiscal indiscipline and loss of com- 
petitiveness. In fact, the shape of manufac- 
turing in the US is changing significantly in 
some areas (notably cars, consumer elec- 
tronics and steel) through foreign invest- 
ment, but opinion on whether it should be 
encouraged or discouraged remains divid- 
ed. What if Ford refuses to change its ways 
and Toyota wants to bring in a superior 
production system? Should Toyota in the 
US be given national treatment or be dis- 
criminated against? At what point does one 
consider a Toyota car manufactured in the 
US to be "made in America"? These are 
knotty, and increasingly relevant, ques- 
tions. u Susumu Awanohara 
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MISTRAL 


is а very short range ground-to-air 
missile. 

When it comes to firing such a mis 
Sile, this means peace and freedom 
are at stake. 

No error, no misfiring can then be 
permitted. 

For each MISTRAL fired, one aircraft 
will be destroyed. 

The world's most demanding armies 
know it. They have chosen MATRA 
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y Do y Doug Tsuruoka in Kuala Lumpur 


ralaysia is now catching up 
with. Thailand and Indonesia as 
“a favoured destination for for- 
M. eign investment as funds con- 
inue to. pour into Asean from the rest 
of Asia, five years after a realignment of 
currencies prompted the search for cheaper 
manufacturing sites. The amount of such 
vestment approved by the Malavsian In- 
istrial Development Authority (MIDA) 
apt by. 76% to MS$8.6 billion 
_ (US$3.2 billion) in 1989 and officials 
апа analysts are optimistic that the 
boom will continue for at least an- 
- other year. 

| . "Ihe Malaysian economy is 
strong," says Trade and Industry 
_ Minister Datuk Seri Rafidah Aziz, 
crediting the investment boost "to 
_ the appreciation of the currencies of 
_ some countries and the rising cost of 
production in others." She expects 
overseas investments from all coun- 
| tries to expand across the board in 
.. 1990, though the growth of manu- 
facturing output may fall to 10.5% 
based on slacker demand from 
: major trading partners. In 1989, 





Big inflows of foreign capital are 
raising worries about inflation and Ma- 
_laysia’s trade surplus is falling because 
E surging imports of machinery and trans- 
rt equipment. But these seem minor con- 
rns compared with the overall impetus 
from foreign investment. As recently as the 
first half of 1987, Malaysia attracted а 
neagre M$247 million in overseas capital 
y manufacturing — one-seventh of the 
it Thailand received in applications 
apan alone in the same period. 

reigne s invested. heavily: in the ex- 
riented "electronics, textiles, rubber 
‘industries in 1989, which ac- 
ed for well over half the total amount 
is Large, capital-intensive projects 
TO xt hemicals. and wafer-fabrication 





inia westments, with. wet ap- 


оюм 2.68 billion 


tion rose even faster, by 155%, to M$2.12 
billion, while the number of projects ex- 
ceeded that of Japan, with 187 against 126. 
Singapore was third with M$911 million, 
up from M$420 million. South Korea, hit by 
a higher won, expanded its investment 
capital to M$189 million from M$42 mil- 
lion. 

MIDA says foreign and local investors to- 
gether allocated more than M$12 billion in 
approved manufacturing projects in 1989, a 
33% increase over the previous year. The 


The big seven | investors 
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figure includes cash committed for new 
projects along with the expansion and di- 
versification of existing ones. 

Manufacturing’s contribution to Ma- 
laysia’s GDP expanded to 25.6%, compared 
to 19885 24.4% share. It is estimated to 
climb another percentage point this year. 
General employment in the manufacturing 
sector rose by 7.6% in 1989, outstripping 
other sectors, while potential employment 
in all manufacturing investment projects 
approved during the year soared 2176 to 
66,000. 

The government's figures are 
considered a reliable estimate of in- 
vestment, because few projects are 
dropped once they are approved 
and most of them are completed 
within three years. If anything, the 
statistics are conservative: only in- 
vestments exceeding M$2.5 million 
are counted, so actual tallies are 
higher. 

The surge of Taiwanese invest- 
ment is said by MIDA to have been 
caused by the 24% appreciation of 
the New Taiwan dollar against the 
US dollar since the beginning of 
1987, forcing production costs shar- 
ply higher. Other factors were the- 
withdrawal of Generalised System 
of Preferences privileges by the US 
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US chip venture fails to win cash backing | 
Just a memory 
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By Susumu Awanohara in Washington 


S efforts to boost the competitive- 
| | ness of hi-tech industry have been 
dealt a serious blow by the demise 
of US Memories, a consortium of US micro- 
chip manufacturers and users which aimed 
to counter Japanese domination of the US 
memory chip market. Business and political 
leaders now fear that the failure of the ven- 
ture to raise adequate start-up funds will 
discourage others from attempting to form 
similar consortiums. 
US Memories was set up in June by 
seven electronics groups, headed by IBM. 
The айт was to establish a new US supplier 
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of dynamic random-access memory chips- 
(DRAMS), widely used in large quantities а 
anufacturers have. dominated the 
DRAM most abandoned by all but two US 
makers, since the mid-1980s 
But in 1988, an acute shortage of DRAMs 
highlighted Japan's near total control of the 
US' supply of the latest generation of mem- 
ory chips and provided sound reasons for 
pressing ahead with the US venture. 
Armed with IBM technology for making 
the next-generation. 4-megabit memory 
chips, US Memories tried to raise US$500 






















| fears of renewed а The: re- 
tive ease with which Taiwan business- 
men can mix with Malaysia's Chinese 
minority enhanced the country's attractive- 
"ness. 

Japan's interest in Malaysia was 
азна by а domestic labour shortage 
that became more apparent in 1989. Sadao 
.Hoshina of the Ministry of International 
-Trade and Industry's Southeast Asia divi- 
` sion says other pluses for Japanese invest- 
ors are Malaysia's political stability and GDP 
-growth of 7.3-7.6% last year. According to 
 Hoshina, another critical factor was the 

Malaysian Government's move three years 
ago to allow foreigners to own as much as 
100% of the equity in manufacturing con- 
cerns, if they export at least half their out- 
put. The previous limit was 30%. 









he Japanese do not seem wor- 
ried that the pace of their invest- 
ments will soon be too much for 
Malaysia's roads and ports to 
handle. "I don't think there'll be a physical 
bottleneck, as in Thailand," says Takeshi 
Aoki, deputy managing director of the 
Japan External Trade Organisation's Kuala 
Lumpur office. He fears, though, that 
Malaysia will face a skills shortage “perhaps 
in five years," especially in engineering, un- 
less people trained overseas are paid higher 
salaries when they return home. 

Kamal Salih, the executive director of 
the Malaysian Institute of Economic Re- 
search says the investment outlook is good 
for foreigners, even though currencies like 
the yen have stopped appreciating. "In- 
vestment won't substantially dry up. There 
are factors other than currencies that come 
into the picture," he argues, "land costs, la- 
bour costs — these are crucial." 

More worrying is the country's shrink- 





Malaysia's investment boom 


| Total горый 
сарі а! investment 


ing trade surplus. It declined by more than 
40% to M$5.9 billion in the first 10 months 
of 1989 from the same period a year earlier. 
Imports rose 41% to M$49.6 billion, while 
exports increased 23% to M$55.4 billion. 
Rafidah dismisses the trend as a "short- 
term phenomenon," arguing that imports 
of capital equipment will result in larger 
trade surpluses in future. 

On the other hand, foreign cash pour- 
ing into Malaysia may combine with rising 
property to worsen inflation. The large in- 
flux of foreign funds was one reason why 
Bank Negara, the central bank, raised its 
statutory reserve requirements on 13 Janu- 
ary to 6.5% of total eligible liabilities from 
5.5%. It was the second such measure since 
October to drain excess liquidity from the fi- 
nancial system. 

In contrast to the foreign-investment 
surge, the number of wholly Malaysian- 
owned manufacturing investment projects 

















approved in 1989 declined to 184 from 26: 
in 1988, while total local investment pro- 
posals in new projects and expansions sli 
ped to M$3.5 billion, M$675 million less 
than 1988. Malaysian equity in approved . 
manufacturing projects in 1989 also drop- 
ped to M$1.2 billion from M$1.5 billion, — 
with more affluent states like Selangor, 
Johor and Penang absorbing more than half 
of all investments approved. ; 
Rafidah brushes off this slump, saying it 
illustrates the local preference to team up 
With foreign capital and technology. She 
also rejects claims that the government is- 
only interested in attracting foreign invest- 
ments. "This is an impression which is 
more imagined than real" she says, em- 
phasising that proposed capital invest 
ments by local entrepreneurs are booming 
Applications received for new projects from 
such individuals soared 105% in 1989 to  - 
M$8.1 billion in 1989. " 





vestor was asked to buy a stake of US$5-50 
million and to promise to take a portion of 
the venture's output. US Memories had 
high hopes of providing as much as 876 of 
the world's 4-megabit output by the mid- 
1990s. But apart from the original seven, 
the venture, which finally collpased in Jan- 
uary, was unable to sign up any other par- 
ticipants. 
EE "er al reasons have been given for the 
-venture's failure. First, the US chip indus- 
try: is: _ Competing companies 
‘within the industry are not used to sharing 
‘resources and risks for a common objective. 
‘Some chip users made it clear that they 
‘were not interested in integrating their op- 
rations with chipmakers. 
- ^ Second, US corporate thinking is short 
term and there is a reluctance to take long- 
term risks. Some chip users thought US 
"Memories was a goog idea. But now that 
memory chips are once again in plentiful 
“supply and prices are low, the punishing 
shortage of just 18 months ago has been 


















forgotten. In addition, chip users, notably 
computer makers, are having a hard time at 
the moment selling their products and are 
therefore reluctant to invest. Critics say 
chip users are like “grasshoppers who 
forget that winter follows summer." 


hird, there is the argument that eco- 
nomic internationalisation and inter- 
penetration have made ventures like 
US Memories unnecessary. Some chip 
users refused to participate in the venture 
because they already had long-term supply 
arrangements with Japanese, West Euro- 
pean and US makers. To them and to the 
free traders who support them, the source 
of the chips is irrelevant. But many Ameri- 
cans are worried about abandoning such 
strategic industries to the Japanese. 
Fourth, the failure of US Memories is 
being blamed on the US Government's 
lack of interest. As the New York Times 
editorialised: "Though ап expression of 
concern might have helped US Memories 


get off the ground, the Bush administration _ 
summarily dismissed a recent blue-ribbon | 
report warning that the semiconductor in 
dustry is in trouble." Finally, some industry 
observers believe the venture's growth. and 
profit targets were too optimistic. ^... 
The failure of the high-profile. consor 
tium is a setback for US ютен nalist 
who believe that increased in 
as well as industry-governme 
tion is needed to boost US con 
in hi-tech sectors. Even the free-mark 
minded US administration recognises 
need for healthy and viable US hi-te 
dustries. It is prepared to relax 
laws to allow intra-industry colla 
on research and production but теѓи 
go any further. The techno-natioi 
were incensed when neys leake ed ot 
last year that the administration м 
curtail federal support of certa 
search projects, including S 
dustry-government consorti 
chip research and developm: 





































ly Frances Williams in Geneva апа 












































anuary to the organisation, Hou Zhitong, 
China’s acting Gatt ambassador in Geneva, 
said the membership would be “utterly 


to secure recognition of “two 
Chinas” in economic organisa- 
tions. 

.. China, whose own re-entry 
negotiations have been stall- 
ed since the June 1989 kill- 
ings of hundreds and perhaps 
thousands of pro-democracy 
supporters in Peking, is apply- 
ing heavy pressure on Gatt to 
boycott Taiwan's bid. Chinese 
officials contend that Taiwan's 





The Chinese Government 
_ fears losing face from having 
. Taiwan accepted to Gatt before 
. Chinese leaders have offered 
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Each week, Karachi's prestigious Seventh 
Floor Club meets to discuss what is hap- 
pening in the business community. In re- 
~ cent months, however, the topic of con- 
`. versation by the group's members — 
many of whom are top officials at Pakis- 
tans leading companies — has focused 
more on how companies can protect 
hemselves from executive abductions 
than ways to capitalise on latest trends. 
`` Pakistan's insurance sector shrewdly 
"wants to capitalise on the kidnapping 
fears of the group, so named because it 
meets virtually in secrecy in the seventh- 
floor office of a stock brokerage, as well as 
agrowing number of other businessmen. 
|. One company, Adamjee Insurance 


illegal" and the application was an attempt 


ашап» Gatt application angers Peking 


irst? 


their counterparts in Taipei the opportunity 
to apply for Gatt membership under Pe- 
king's sponsorship after China's own appli- 
cation is approved. The Taiwan Govern- 
ment, however, rejects this formula because 
it would subordinate Taipei to Peking. 
China applied in 1986 to rejoin Gatt, 
where it currently has observer status. It 
was a founding member of Gatt in 1947, 
but the seat was abandoned by the 
Kuomintang (KMT) in 1950 after the com- 





Breakdown of Taiwan's trade 


Security at a premium 


London. In addition to leading corporate 
executives, they say, the policy is also 
being bought by doctors, lawyers and en- 
gineers. 

The standard abduction policy offered 
by Adamjee covers the policy holder and 
all people who reside in his home, even a 
guest. The policy, which has an annual 
premium of up to 5% of the amount in- 
sured, pays a ransom demand in cash. It 
also covers as much as 10% of the in- 
sured ransom limit offered in reward to 
an informant helping either in the arrest 
or conviction of the abductor. 

The exact number of executive kid- 
nappings throughout Pakistan is not 
known because victims are usually mem- 
bers of wealthy families who elect to pay 
ransoms and keep the incidents quiet 
rather than seek police aid. But abduc- 
tions are so numerous that bankers say 
they are a leading cause of capital flight. 
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ment, however, was later 
servers seat. — 

Gatt's 97 members, who must decide by 
consensus whether or not to go ahead witt 
talks on Taiwan's membership, have beer 
put on the spot. ^. |. 

In an attempt to sidestep the “twi 
Chinas" issue, the application fron 
Taiwan's Minister of Economic Affair: 
Chen Li-an asked for Gatt entry as the 
customs territory of Taiwan, Penghu, 
Kinmen and Matsu, the names of mair 
islands under the КМГ control insteac 
of the preferred name of the Republic 
of China. Chen said there is legal justi- 
fication for Taiwan's entry into Gati 
under the organisation's article 33, which 

| says a government "actin; 
on behalf of а separate cus 
toms territory possessing ful 
autonomy in the conduct o 
its external commercial rela: 
tions" may apply for member. 
ship. | A 

Taiwan, under various 
names, belongs to the Pacific 
Basin Economic Council, the 
Pacific Economic Cooperation 
Conference and the Asian De- 
velopment Bank. Membership 
in Gatt would strengthen its 
voice in those bodies and be a 
stepping stone to membership 
of the International Monetary 
Fund. 


granted an ob 
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In the first half of 1989 alone, bankers 
note, Pakistanis sent about US$1 billion 
overseas. Exports of goods totalled 
US$2.6 billion in the period. 

Adamjee refuses to disclose the 
number of claims it has received, but it. | 
says that all ransom payments have been’ 
reported to the police. Insurance brokers 
say the company has had to pay out for 
at least three major ransoms. .. 0 

But not everyone is convinced that . 
Adamjee should be issuing E; 
policies, which  becai ne pc 
Europe and North America w 
of international terrorism in the mid- | 














urity. — ЮРУ 

Some critics, such as Ahmad Daw- - 
director of Dawood Group. | 
of Enterprises, argue that the govern- — 
ment should not allow ransom. insur- 





























\ ill be пси with ie шше 
irit of Gatt if we are continuously 
ed to the margins of the system 
Yer Сан 15 evolving towards univer- 
ince амап is an autonomous cus- 
t йогу, the issue Gatt members 
ne to terms with is the status of 
aiwan Government. Taiwan lost its 
ver's seat at the organisation in 1971, 
hen the UN General Assembly voted to 
recognise. China as the only legitimate 
© Chinese. government. 









[^ fhe weight of legal opinion leans to- 
wards the view that for Gatt pur- 
‚ JM- poses, a government's de facto au- 
: tonomy on trade policy is more important 
than whether it is recognised as legitimate 
under international law. 

. Taiwan sees Gatt as its best hope for 
joining a major international organisation 
because the trade body is avowedly non- 
political. But perhaps more importantly, 
it believes trade figures are on its side as 
мей... 
- Taiwan's total trade in 1989 reached 
US$118.5 billion. It also boasts the second- 
largest foreign-exchange reserves in the 
world with US$75 billion. Further, follow- 
ing recent liberalisations, Taiwan's trade re- 
gime compares favourably with many Gatt 
nations. 

"There is no way we can remove [Pe- 
king's pressure" says Wei Ke-ming. of 
Taiwan's Board of Foreign Trade. "But we 
can give [Gatt members] the ammunition 
for an argument that will leave Peking with 
no [logical excuse for our banishment]." 

Nonetheless, Taiwan must fight an up- 





hill battle to convince Gatt members that - 


the reasons for including it outweigh the 
risk of offending China. Even if Taiwan's 
application is judged to be within the rules, 
acceptance will be governed by political 
considerations. 

Taiwan officials say they have received a 
favourable response to soundings on mern- 
bership, especially from European Com- 


munity countries. But no Gatt member has . 


spoken out in Taiwan's favour. 

Privately, however, officials from most 
Gat members say they hope Taiwan, the 
world's 13th-largest trader, will eventually 
e admitted to Gatt. The officials believe 
iwan's membership in Gatt would force 
ошту. to comply with stiff market- 
ing measures and tariff cuts. But they 
say they had always assumed that China 
w а be admitted to Gatt first. 

` With China's membership talks stalled, 
Tai aiwan obviously decided it has little to 
lose by an early application. "Refusing the 
application will cause more problems 
[than admitting us],” Wei says. "It is dif- 
ficult for them to turn down such a nice 



















«tage of recent financial re- 
forms. Bank Yudha Dhakti 


апа proclaimed the fact 


board of commissioners 





An inter-minis 
Taiwan has drawn up a plan to reform cer- 
tain aspects of the country's economic and 
trade structure needed to conform to Gatt 
rules," Wei says. 

Wei refuses to discuss the plan, but ac- 
cording to observers, the biggest sacrifice 
Taiwan would have to make is in its highly 
protected agricultural sector. They also say 
Taiwan would have to dismantle the stiff 
barriers. it maintains against Japanese im- 
ports. In 1989, Taiwan had a US$7 billion 
trade deficit with Japan. 

Still, few countries have shown them- 


selves willing to alienate China, despite . 
widespread condemnation of the com- 


munist party's harsh suppression of the 
pro-democracy movement and subsequent 
political upheavals. 

Taiwan asked for support from the US, 
its largest trading partner, in its bid to join 
Gatt at informal trade talks on 8-10 January. 
The US said it would welcome Taiwan’s in- 
dusion in Gatt, but whether Washington 
will encourage other countries to support 
Taipei seems unlikely given the Bush 
administration's inclination to appease 
Chinese leaders, 


terial ad hoc committee in ~ 
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agreements to | 
bers. In ae 2 























iness to. ini international trade s 
ards. There is growing domestic pressure, 
too, from Taiwan's business interests who 
believe their achievements: entitle Шеп 
more exposure overseas. e 
Taiwan's Сан bid may also bé a “a 
played in the context of increasingly com- _ 
plex trade negotiations with the US. If | 
Taiwan offers to comply with international _ 
free-trade standards and is denied, it could 
win favours in bilateral trade talks, o. 





BANKING 


Indonesian armed forces set up private bank 





apan yata rinan чатаар АРАА Ч дутна arra aA Me Herr reer rema 


By Michael Vatikiotis in Jakarta 
T he Indonesian armed forces (Abri) 





have established the first private 
bank in which all the shares are en- 
tirely owned by the military. The move is 
designed to take advan- 


was opened on 9 January 
that six of the 10-member 


are generals in active mili- 


. tary service. | than run the t 
.. The principal feature of Bank Yudha Bhakti Abri was cont 
the new bank is that it po- the skills о 
tentially draws together all nessmen. 


the money held in military cooperative, 
pension and insurance funds. One source 
with military connections estimated this 
could be as much as Rps 1 trillion (US$550 
million), deposited mostly in state banks at 
the moment. The new bank's paid-up cap- 
ital has not been disclosed, but central bank 
regulations stipulate a minimum in paid-up 
capital of Rps 10 billion for domestic 
banks. 

The move is seen as a way of putting 
new vigour into managing the military's 





г ,,,EAR,EASTERN ECONOMIC REVIEW o — > 






















flagging finances. Indonesia's armed forces _ 
are no newcomers in business. Up to half . 
of military spending has traditionally been | 
raised outside the routine budget pro- 
vided by the government (which for the 
coming year will be just Rps 250 billion for _ 
the 533,000-strong armed 
forces). Much of this extra- 


companies, the majority f 
which fell into mili ary 


The ability of many of these bi usin 
men to parlay military patronage into 1: 
profitable conglomerates has led to a dil 
tion of Abri’s stake in most of these. 
cerns. Of the two banks once owned b: 
navy, Bank Dewa Rutji no longer hi 
tary shareholders, while Bank 
Bahari is 75% owned by the retail 
Lippo group. Half a dozen 
owned banks have also suffe 
in their military shareholding: 

Other Abri business inter 
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stiff competition from civilian bureaucrats, 
who built up tight control over government 
tenders in the 1980s. This deprived regional 
military commands of their leverage over 
provincial tenders as all contracts over Rps 
100 million had to pass through the civilian- 
dominated state secretariat. Military experts 
say this forced the military to tolerate some 
underground activities, notably smuggling. 

Military analysts in Jakarta see the estab- 
lishment of Bank Yudha Bhakti as the lead- 
ing edge of an attempt to find other ways of 
supplementing the meagre budget pro- 
vided by the government. “A lot of busi- 
ness has gone awry or they are no longer 
making money,” said one diplomatic 
source, “so Abri had to find other, legiti- 
mate ways of raising funds.” According to 
Yudha Bhakti’s non-executive director, 
Adnan Ganto, the bank will act as an “in- 
vestment vehicle” for the armed forces. 
Ganto, who is also a director of merchant 
bank Morgan Grenfell in Singapore, has 
acted as an adviser to the Defence Ministry 
on business affairs, and was brought in by 
Defence Minister Benny Murdani to plan 
the new bank in June 1989. 


he first step has been to build a se- 
| cure position for military capital. 
Yudha Bhakti’s president, Solati 
Siregar, stressed the importance of the 
bank's strictly military ownership structure. 
"There is no relationship with other msli- 
tary banks. The priority was to prevent the 
bank from being taken over," he told the 
REVIEW. It should be noted that some of the 
criticism of rapidly expanding Chinese- 
owned business groups voiced of late, has 
also come from military sources. 

In a significant departure from past 
practice, all the planning and budget direc- 
tors from each military service are re 
resented on the board of Bank Yudha 
Bhakti. They have control of the coopera- 
tive funds, and therefore presumably of the 
amount deposited in the bank. 

Bank officials are anxious to dispel sug- 
gestions, however, that Abri's dual civilian 
and military role in the state will be mir- 
rored at the bank. “All the staff here are 
professionals," said Siregar, who, like other 
bank officers at Yudha Bhakti, came from a 
senior position at Bank Niaga, the highly 
respected pribumi-owned private bank. 

Many private bankers have questioned 
the logic of Abri establishing its own bank 
in what has become a highly competitive 
market. Yudha Bhakti officials are sensitive 
to suggestions that they will use military in- 
fluence to attract business. But bank offi- 
cials admit that they could service all the 
Defence Ministry's banking needs. With an 
estimated annual value of Rps 3 trillion, 
transactions between Abri and the business 
sector could well generate enough custom 
for the new bank to earn its foreign-ex- 
change licence within the two-year statut- 
ory period. * 
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INVISIBLE HAND 


Cola-wars overkill 


Congestion and pollution have become a way of life in Bangkok. The roads are jam- 
med with traffic, port facilities are stretched to their limit and the outdated telephone 
system teeters on the brink of breakdown. Even the air is saturated with dirt and 
dust. And now, on top of all that, advertising is ing the mass media and find- 
ing its way into every nook and cranny of Bangkok. Like the steamy heat, the ads 
are overwhelming. 

Much of the advertising is very slick and proof of the agility with which 
Bangkok consumer-goods producers have modernised their ing. Thanks to 
the consumer boom, no expense is being spared by the ad people. Both Thai and 
foreign firms have hired well-known advertising houses to help promote their pro- 
ducts. According to industry researcher Media Focus, spending on advertising rose 
from Baht 5.1 billion (US$222 million) in 1987 to Baht 8.6 billion in 1989. 

The growth of consumerism was only to be expected in the wake of Thailand's 
rapid economic expansion. In the past two years, department store sales have 
grown annually by almost a quarter. Advertisers might conclude from this that their 
saturation advertising campaigns are having the desired impact. But to the con- 
sumer it looks like overkill. The Thais seem to have reached saturation point in their 
ability, or desire, to absorb the sellers' pitches. 

А case in point is the war between Pepsi-Cola 
and Coca-Cola. Their sales blurbs and logos are 
found everywhere, even in the poorest districts 
of northeast Thailand where a bottle of Pepsi is a 
quarter of a day's pay. Coke's name is plastered 
all over the benches and rubbish bins at the beau- 
tiful Chao Phraya riverside temple Wat Arun. 
Presumably, Coke donated the equipment to the 
temple. But some Thais wonder about the sense 
of merit-making involved in this act of charity. 

. The cola war is being fought on many fronts. 
Every new movie and star quickly becomes 
an instrument of the softdrink giants’ sales cam- 
paigns. After signing up Miss Universe 1988-89, 
Porntip Nakhiranok, to symbolise its wholesome- 
ness, Pepsi to sponsor some of Thai- 
land’s newest pop stars. Pepsi bottles, cans and 
advertising paraphernalia are now found at 
concerts and the drink's logo is even on the cas- 
settes of rock singers. Coke has followed suit. It 
concluded a deal with the Grammy recording 
agency which has made it a dominant feature of 
the public performances of pop groups, including Caribao. At their concerts, the do- 
minant image is the Coke logo. 

The sponsorship deals do at least provide the musicians with a decent living. But 
the overwhelming presence of Pepsi and Coke on these occasions may not be hav- 
ing the desired effect. One young Thai said: “I am not sure I like . They 
seem to be owned by Coke. Do they want poor people to spend their money on 
Coke?" Ironically, Caribao's songs are known for their anti-foreign, anti-capitalist 
lyrics and their concern for the rural poor. 

Television is the biggest area of advertising spending. But Thailand's television 
channels now run so many ads that for Thais, the remote control has become an in- 
dispensable tool for avoiding lengthy commercial breaks. 

Saturation advertising is a proven method. And it is a fair bet that most Thais do 
not yet react unfavourably to the advertising industry's assault. But by now some 
must surely be thinking about it. At least one advertising executive admits that the 
industry is overselling campaigns in a bid to boost billings. 

It is time that customers were offered a more varied and better-researched ap- 
proach to the market. One method to promote consumer products would be to cut 
prices by saving on ad spending. п Paul Handley 





1 FEBRUARY 1990 













zs labour market has tightened to 
the point where wage inflation ought 








posing a serious threat to future - 





cor growth. Yet forecasts for the out- 
со w of the so-called Spring Wage Offen- 
sive (Shunto), in which unionised workers 
negotiate pay increases and reductions in 
working hours for the year ahead, suggest 
that Japan may somehow be immune to 
pressures that would cause problems in a 
less tightly organised society. 
` According to most private economic 
аа and to specialists at the semi- 
government Japan Institute of Labour, 
‘wages will rise by 5.56% from May on- 
wards — enough to make workers signifi- 
cantly better off but hardly the start of an 
inflationary spiral. 
„е Shunto outlook suggests that Bank 
of Japan Governor Yasushi Mieno may 
have been exaggerating when he cited 
wage costs as one of the reasons why the 
bank felt justified, in December, in raising 
its official discount rate for the third time in 
six months. Alternatively, some observers 





suggest, the bank's warnings about wage 


inflation may have been part of the annual 
exercise whereby the government seeks to 
moderate wage increases. 

Japans unemployment rate stood at 
2.2% at the end of last year, a level which 
economists say is equivalent to ^more than 
full employment," given the mismatch be- 
tween some would-be workers and job va- 
cancies. More important, the job offer-job 
seeker index, which shows the number of 
available jobs as a ratio of the number of 
people seeking employment has risen 
dramatically in the past two years. The 
index touched a low point of 0.61 in Janu- 
ary 1987 but now stands at 1.32, suggesting 
that the labour market is tighter than at any 
time since the early 1970s. 

А breakdown by age of the labour mar- 
ket suggests that men in their 30s and 40s 
€an now switch jobs with ease if they wish 
to abandon the time-honoured "life time" 
employment principal Young, unskilled 
workers. are in even shorter supply. Last 
year, middle- and high-school leavers aged 
9 or under could pick and choose between 








The шешу shortage reflects 
the fact that Japan renfhins closed to foreign 

nskilled workers, though, according to 
"of Labour estimates, thousands 


tion industry and metal foundries. The ban 
on foreign workers means that dirty and ` 


egally en ployed i in the construc- 





ABCEASTERN.ECONON 


unskilled jobs command higher wages than 
low-grade office work where the educa- 
tional qualifications of employees may actu- 
ally be higher. 

. This situation has worsened signifi- 


cantly over the past year, according to апа- 


lysts at the Japan Economic Research 
Centre. Service-industry employment is 
another crisis area, with some small com- 
panies reportedly closing down or even 
declaring bankruptcy because of worker 
shortages. Yet larger companies appear to 
have found a way of preventing the labour 
shortage from affecting business to more 
than a marginal extent. 

One reason for this, according to David 
Pike, chief economist at UBS-Phillips and 
Drew, is that profits in most large-scale 
manufacturing industries are still fat 
enough for higher wage costs to be ab- 





Source: Japanese Trade Union Confederation — 


sorbed by the employer without much im- 
pact on prices. A second factor may be the 


‘skill big companies have shown in prevent- 


ing wage increases from becoming in- 
stitutionalised in the form of annually 
agreed wage contracts signed with or- 
ganised labour. 

A feature of last year's Shunto was that 


"union leaders settled for a surprisingly 


modest 5.17% rise in regular wages in re- 
turn for an understanding that employers 
would pay out larger annual bonuses. 
These rose by 8-8.5% at most companies — 
but had the merit from the employers point 
of view of not feeding through into in- 
creased pension rights. 

А more direct reason for modest annual 
wage settlements has been the tendency of 
companies to use part-time workers as a 
safety valve during times of rapid expan- 
sion. Part-imers who now account for 
roughly 12% of the labour force have re- 
mained almost completely outside the 
union framework ang have consequently 





: managed to score annual rises of 10-20%. 
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e 6%. Wage 











largest lx body pene 
say the only way the 
“part-timer problem” 
crease in | ће miniman 


















































four in some e parts of Tran a level wi lit 
tle relevance in the labour market. : 

Deliberate restraint on the part. of: ( 
leaders, who are unenthusiastic abou th 
opening of Japan’s labour market to foreign 
workers, may be the last major reason fo 
the low level of institutionalised wage. 
creases. aS 

Higher wage claims in the muc $ view 
could risk alienating employers, who аге 
likely to play a critical role in the debate 
over foreign workers. The JTUC may also 
have sensed that most Japanese companies 
have changed their recruiting philosophy: 
since the 1960s, when unions regula 


According. to Takashi Sakuma, a re- 
searcher at the Economic Planning Agency, - 
Japan has switched during the past decade - 
and a half from a labour-oriented growth 
philosophy (meaning one where a com 
pany's recruiting ability was seen as the key 
to its ability to increase market share) to а. 
profit-first philosophy. This means that a 
tight labour market no longer leads au 
tomatically to an equivalent jump. in wag 
costs — at least for regular workers... 

ТОС "sensitivity" is said to be the reason | 
why most industries which demanded 8% - 
wage increases in 1989 will be limiting th 
claims to 9% this year, despite the dramati 
tightening of the market since last April. In 
dustries in which the unions claimed 69 
are boosting their claims by 296, but 
analysts admit privately that they шшш! 
to be awarded such a rise. 

A further complicating facto 
sion of unions in some industrie 
their requests between wage in 
a long overdue cut in working 
(which remain longer in Japan than in a 
other major industrial country). | 
. The muted impact of Japan's la 
crisis does not mean that there are nc 
lems. According to most analysts, 
per-unit labour costs are likely. te 
1990 for the second year runnin 
ductivity increases fall well behin 
of increase in nominal wages. 
however, may not be enough to 
the country’s three-year-old - 
cycle or. to reduce R g 5 
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By Jonathan Friedland in Taipei 
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^ ` effrey L. S. Koo, the self-confident 
‚Ё scion of one dd Taiwan s oldest and 


` The 56-year-old Koo has already propel- 
led his family’s China Trust Co. (CTC), 
- which has assets totalling NT$100 billion 
| (US$3.85 billion), into Taiwan's largest 
and most profitable quasi-banking institu- 
tion. In addition, the Koos’ China Life 
Insurance Со., though still puny in com- 
parison to market leader Cathay Insurance 
Co., is growing fast, and а securities 
brokerage is up and running. Also, 
Chilease Group, which is mostly owned by 
oo personally, commands the country's 
! gling leasing and hire-purchase market. 
.Koo is moving his family's for- 
ines offshore as well. He estab- 
lished China Trust Bank two years 
ago in New York and plans to start a 
second US bank in California. A 
group of finance companies has also 
< been established in the US and Thai- 
. land. 

^5. CICis expected to be taken public 
this year and eventually be con- 
verted into a full commercial bank. 
This process will allow the Koo fam- 
ily to raise further its already enorm- 
ous personal wealth and give CTC ac- 
cess to a cheaper deposit Базе. A 
new asset-management company 
and a commodities-futures and op- 
tions-trading operation are also on 
the drawing board. 

.., The rapid growth of the financial 
companies of Koo's Development 
Corp., the main family holding com- 
pany, has resulted from its pro- 
prietors combative approach to 
isiness and his strong political con- 
> tions to the ruling Kuomintang 
KMT). ' ‘(The group] is aggressive,” a 
ign banker says. “They set clear 
goals, and they aren’t afraid of regu- 
lations. Jeffrey lobbies hard for what 
he wants, and he usually gets it.” 
-. Political acumen has long been a family 
trait. The Koos built enormous 19th cen- 
tury landholdings, in part, by serving as 
trusted compradors of the Japanese, who 
onised Taiwan from 1895-1945. And it 
adapted when the KMT took over 
i the Japanese after World War If. Koo's 
ic e, C. PRO D now у 73, set the smooth 


CITC Companies (factoring, 
leasing, metals trading, 


instruction) (U8$349m) 


У ing to CTC executives. 





| 4 AT links stand Tatwan’s Koo family in good stead 


rofiting from polit 


ICS 


low by becoming an adviser to Chiang Kai- 
shek and serving as the KMT's choice to 
carry out such important — and lucrative 
— tasks as setting up the Taipei Stock Ex- 
change (TSE). 

C. F. Koo added to the family fortune 
immeasurably in 1954 by joining with 
another native Taiwanese family, the Lins, 
to swap land at the request of the provincial 
government for control of state-owned 
Taiwan Cement Co. Today, Taiwan Ce- 
ment, with assets of NT$9.5 billion, is the 
country’s largest cement producer, ac- 
counting for 30% of domestic cement out- 
put. Because of C. F. Koo’s close ties to the 
government, the company wins 40% of all 
military contracts and 30% of all public con- 
tracts. | 
Over the years, the Koos have acquired 





controlling stakes — and often at the gov- 
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state, engineering and 
(US$13m) 


American Development 
(US$28m) 
(US$9m) 
Taiwan Bridg 
Taiwan 0 
И551 





emment's urging — in three large pet- 
rochemical companies: China Synthetic 
Rubber Co., Taiwan Polypropylene Co. 
and Grand Pacific Petrochemical Co. Major 


Japanese distributorships, such as Taiwan 


Fuji Xerox, have also been obtained. Assets 
controlled by Koo's Development. Corp. 
currently amount to NT$650 billion, accord 
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bod after С С. Е Коо establ shed the TSE. 
Although the company faced several com- 
petitive disadvantages against government- 
controlled commercial banks, it was given l 
hegemony over share underwriting. | 

When trust licences were issued for the 
first time in 1971, the company — which 
changed its name to China Investment & 
Trust Co. at the time of the licensing — was 
also able to take advantage of vague legal 
definitions of trust banking to build a share- 
trading and fund-management business. 
The company used its deposit base to ac- 
quire shares in industrial companies man- 
aged by C. F. Koo and other family mem- 
bers. 

These investments turned into a 
windfall for China Investment & Trust as 
Taiwan's economy started taking off in the 
early 1980s. "Fifteen years ago, we invested 
in every petrochemical project in Taiwan," 
Koo says. "We have had income to sustain 
growth even in times when the banking: 
business was depressed." 

China Investment & Trust was bolstered 
by the disdain that government-owned 


banks showed to customers. As a privately 


owned institution, it emphasised 
service and was far more innovative 
? than state banks. With KMT backing, 
? it also initiated the small govern- 
ment-bond and commercial-paper. 
market and was given the right to 
issue the first NT-dollar credit card 
in 1974. 

This recipe of better service and 
greater flexibility helped China In- 
vestment & Trust, whose name was 
changed to CTC In 1987, to raise its 
trust-deposit base to NT$105 billion 
at the end of 1989 from NT$5 billion 
in 1974. Profit grew sharply in this 
period not only because of direct in- 
vestment income but because CTC 
was able to take its term deposits 
and play Taiwan's fast-growing 
stockmarket. By paying deposit 
rates roughly in line with those ау- 
ailable from commercial banks, CIC 
was able to pocket the difference, 
adding substantially . to its capital i 
base and its earnings. 

Other trust companies S operating | 
under the hazy legal framework 

were not so: lucky. Cathay Trust and 
Asia Trust, for instance, were put 
into government receivership in the 
mid-1980s, when stockmarket plays 
and loans to related companies soured, CTC 
came through the breakup of trust com- 
iil relatively y Hus ¢ because other 



















“and six of its , mightiest indüstrial 0 

... been an economic adviser to. the la 
` kuo and an aide to former premier 
Koo is also an unofficial Taiwan 
Japan, the Philippines and the Asi 
36-page profile that he has publishec 
seen in photographs with US Preside 
pine President Corazon Aq 

| ставе yai: 























K Ше Wang's s Formosa Plastics Corp. - 
est busin pi oe te i in 1 Taiwan as the press - 









otes, his group 15 "eh first. Taiwan: ‘business E 
е to enter the big league of the world art. 

. market. In January, Koo purchased a Monet . 

_ pair ting for US$17 million to hang in CIC's RU 

окне suite in Taipei... 

с With NT$650 billion (US$25 billion) i in assets 

2 and 38 main companies spanning three con- 

. tinents, Koo might well be right about the 

a _ standing of his family’s holdings. But ana- 

lysts say Formosa ‘Plastics’ assets are at least 

.. equal to the Koo's and could be higher. 

.. But perhaps more telling is that Koo, whose 

p ancestry of wealthy Taiwanese landed gentry 

. goes back four generations, should seek to 

X makea point of all this. Koo has carved out for 















roving. ambassador for the government. | 
C. F. Koo has been trying to retire fro 
spotlight, handing over the day day rt 
of the business to Коо, o | s 
Koo teamed up with his uncle їп 1 бї 
start the forerunner of CIC, China Securit 
Investment Co. (later renamed China. In 
ment Co. before finally being called CTC), 1 
through the ranks to become president i in 19, 
He assumed the chairmanship of СТС last year 
when C. Е. Koo stepped down. At crc, Koo _ 



























& himself a role at the centre of Taiwan's business 
| government circles. He is а director or top 
executive or Taiwan's largest trust company 


years in line with the strong TSE. This busi- 
ness has also helped replace income lost as 
more companies were granted underwrit- 
ing licences, cutting CTC's market share to 
about one-third of the total. The company's 
assets almost doubled from 1987-89 to 
about NT$100 billion. In the same period, 
after-tax profit climbed to NT$2.8 billion 
from NT$1.3 billion. 


S uch а high pace of earnings growth, 


however, may not be sustainable. Fi- 

2 nance Ministry officials say once СТС 
becomes a commercial bank, it will no 
longer be able to place depositor's funds in 
the stockmarket. “All the banks will have to 
compete on an equal basis,” says Sean 
Chen, vice-director of the mienny s Mone- 
tary Affairs Office. 
- The huge increase in share prices from 
the family’s four listed companies and for 
СТС shares trading in Taipei's grey market 
ata current price-earnings ratio of 85 has al- 
lowed Koo to step up expansion of the 
group's other financial-services businesses 
d to move into new areas, such as com- 
puter assembly. By liquidating certain 
“chunks of his family's stock portfolio, Koo 
‘has clearly embarked on the course of re- 
structuring group holdings. 
<. One group arm that has benefited from 
i the focus shift is China Leasing Co. and its 
"subsidiary, China Investment & Trust Co. 
-Known as the Chilease Group, the 10 
operating companies were started in 1977 
d are owned mostly by Koo and one of 
» lieutenants, Kenneth Lo. 














under similar pressure to expand port- 
















































Chilease commands 45% of Taiwan's 
growing equipment and vehicle hire-pur- 
chase and leasing market. It imports cars, 
trades in precious metals and bulk com- 
modities and owns two US finance com- 
panies. Chilease, like a consortium of five 
of the Koo manufacturing companies, has 
its own securities company. 


Chilease has grown at about 30% annu- 


ally, according to senior 
executive vice-president Mo- 
na Chien. In 1989, the 

up's revenue in Taiwan 
totalled NT$14 billion, and 
net income was NT$200 mil- 
lion, up from just under 
NT$60 million іп 1987. 
Chien says Chilease is con- 
sidering an application to 
become a bills and finance 
company to help broaden its 
funding base. 

The final domestic leg of 
the Koo family's financial- 
services empire is its modest 
insurance arm, China Life. 
Although it has only a little 
more than 2% of the market 
and consists of a modest NT$5.9 million in 
assets, China Life has expanded rapidly in 
the last two years under the stewardship of 
C. F. Koo's eldest son, Chester, 38. 

China Life's salesmen are being asked to 
increase new business this year by 13076. 
This approach 15 characteristic of Koo's fi- 
nancial companies: СТС loan officers are 


is known as a demanding boss who takes good . 
financial care of his employees. e: 





C. F. Koo: KMT links. 


п Jonathan | Friedland | 


folios. Analysts, however, say this strategy 
may be planting the seeds of future prob- 
lems, particularly as competition in the 
banking sector is expected to heat up be- 
cause of liberalisation. 

With the building blocks of the financial- 
services group in place, Koo says he hopes _ 
to restructure the focus of the family's in- 
dustrial holdings. "If you look at Taiwan's 
economy, petrochemicals 
and heavy industry are no 
longer suitable,” he says. 
“The future belongs to high 
technology. Taiwan has 
people, capital and a gov- 
ernment that gives a helping - 
hand. As far as Koo's Deve- 
lopment Corp. is concerned, 
we have to shift to engineer 
ing, computer products ап 
biotechnology." . x 

The first step in this p 
cess was the Taiwan 
emment-sponsored 05827 
million rescue buyou 


puter manufacturer V 
Technology Inc. All of 
private-sector members of the pu: 
consortium were Koo-related cor 
They included crc; Grand Рас 
roleum; the country’s No. 2:cor 
pany Mitac Inc., in which | 
one-third equity holding; an 
Corp. In addition to holding a small 
tage of its stock, Koo is a managing 
of USI Far East. Кош 



















n appeal by President Suharto for 
private companies to allow worker 
ХА cooperatives to purchase up to 25% 
ОЁ their shares has set off alarm bells in In- 
- donesia's rapidly expanding business com- 
< munity. 
- . The presidents appeal, according to 
|, Some economists outside the government, 
тау indicate that the “technocrats” — the 
mostly Western-trained economists who 
‘have orchestrated Indonesia's private sec- 
tor-led economic resurgence over the latter 
. half of the 1980s — will find their control 
` over economic policymaking curbed as In- 
-donesia girds up for presidential elections 
in 1992. | 
The proposal on cooperatives, announc- 
еа on 4 January when the president out- 
lined the 1990-91 budget, carried with it few 
details and no timetable. Most economists 
and business analysts believe the proposal 
has little chance of being made obligatory 
through subsequent legislation. 
The presidents suggestion was in- 
- cluded in the closely followed budget 
speech over the reputed objections of his 
_ economic ministers. It appears to reflect po- 
. litical pressures felt by the president and, as 
. a result, businessmen are taking the appeal 
. very seriously. 
^. According to Indonesia’s constitution, 
cooperatives, state-owned companies and 
private enterprises are viewed as the main 
pilars of the economy. There are some 
34,000 cooperatives already established in 
Indonesia, most of them are in rural areas, 
and though nominally independent associ- 
ations they fall under the wing of the 
Cooperatives Ministry. Most of the 
cooperatives are widely viewed as ineffi- 
cient, corrupt and smothered by central 
government bureaucracy. 
2 Policies which have been put in place by 
technocrats have freed the private sector 
hd reduced state dominance over many 
reas of the economy. But these policies 
ave come under fire for neglecting the 
s of the poor. In addition, cooperatives 
te companies are being left behind 
'rivaté companies prosper in an increas- 
gly deregulated business environment. 
Critics of current policies hold up the 
disproportionate economic influence of In- 
donesia’s top privately owned business 
nglomerates as evidence that the current 
policy stance has strayed from the original 
intent of the constitution. The president, 
id one government official, sees this criti- 























































POLICIES 


Populist move on cooperatives draws mixed reviews 


cism as a threat to his own legitimacy as 
leader and has decided to encourage 
cooperatives in order to burnish his con- 
stitutional credentials. 

The rapid growth of large business con- 
glomerates was acknowledged by the presi- 
dent in his budget speech. But he said that 
“in the framework of accelerating the crea- 
tion of social justice . . . cooperatives must 
be given the chance to own shares of heal- 
thy companies." He said that the acquisi- 
tion of shares by cooperatives should pro- 
ceed in stages and that "eventually" 25% of 
a given company's shares should be held 
by cooperatives. 

Suharto said companies could lend 
money to cooperatives for the share pur- 
chases and be repaid from dividends paid 
out to the cooperatives. He also said banks 
should cooperate in implementing his 
proposal. The president said companies 
should consider selling shares to worker 
cooperatives in "related" companies, such 
as distributors or raw material suppliers as 
well as to cooperatives of people living near 
factory sites. Shares, according to Economy 





Oil palm cooperative; Prawiro: no timetable for change. 


Minister Radius Prawiro, would be held in 
the name of the cooperative not individual 
members. 

“The cooperative is the most appro- 
priate form of business enterprise because 
the constitution says businesses must 
be based on the principles of kebersamaan 
and kekeluargaan, or togetherness and fam- 
ily spirit,” Sri-Edy Swasono told the 
REVIEW. Swasono heads the Indonesian 
Cooperative Council, a private think-tank 
which advises cooperative members. He 
is thought to be a highly influential ad- 
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which incorporates these busi 


titutional article 
hese business princi- 
ples, Suharto in his budget speech said: 
“Our resolve to implement Article 33 of the 
constitution is unswerving.” Swasono calls 
the president’s proposal on cooperatives 
the beginning of “a very fundamental cul- 
tural process of emancipation . . . [which 
requires] a change in the mental attitude of 
the employees as well as the entre- 
preneurs." 

Some targets of a recent campaign criti- 
cal of the influence of large conglomerates, 
including several large, Chinese-owned 
business groups and others owned by 
people close to Suharto, offered immediate 
support for the president's proposal. An- 
thony Salim, president of the Salim Group 
and son of magnate Liem Sioe Liong, said 
efforts to include employees as sharehold- 
ers had already begun. Two sons of 
Suharto, Bambang  Trihatmodjo апа 
Hutomo Putra Mandala, said companies 
under their control had established some 
form of worker cooperative. Trihatmodjo 
said cooperatives would encourage a sense 
of belonging among employees. 

All three men said they were awaiting 
further instructions from the government 
regarding the proper way to implement the 
presidents appeal. Prawiro said the gov- 
emment would set criteria on which 
cooperatives could buy company shares 
and which companies would be allowed to 


sell shares to cooperatives. The criteria are 
expected to exclude companies which are 
not profitable. Prawiro did not say when 
these would be announced. | 

The reaction from smaller businesses 
and from foreign joint ventures has been 
less enthusiastic. Privately, some business- 
men say they are worried. "Cooperatives 
are not supposed to be investment clubs," 
said one. "If the government wants. to 
spread the wealth, it would be better just to 
subsidise individuals wanting to buy shares 
or mutual fund certificates on the stock ex- 









vants to improve the welfare of the 
ers,” said one economist, “resources 
ld be. better spent on enforcing the 
; m wage, improving health services 
an putting in a social security system.” 
The government, according to Prawiro, 
no intention of forcing foreign com- 
o sell shares to worker coopera- 
ives. But, he says, since foreign joint ven- 
es are obliged eventually to transfer 
jority ownership to Indonesian entities 
under the terms of the 1967 Foreign Invest- 
ment Law, it would be “greatly ap- 
preciated" if they gave first priority to 
cooperatives when selling their shares. 

... The main concern for foreign investors 
is whether Suharto’s latest move to pro- 
mote the growth of coopera- 
tives represents a basic shift in 
economic policy. The answer, 
according to most analysts, is 
no, though some caution that a 
weak response to the presi- 
dent's appeal from the private 
sector could lead to more com- 
pulsory measures in the future. 
_ "The goal [of the president's 
proposal] is to improve the 
social image of existing eco- 
nomic policies,” said Djisman 
Simandjuntak, a prominent 
economist. 

In practice, business ana- 
lysts say, Suharto's proposal 
will be difficult to implement. 
Funding the cooperatives will 
be one problem. Swasono says 
he expects state-owned banks 
to be instructed to make credit available to 
{һе worker cooperatives. But bankers say 
this would be undesirable. In a sharply 
worded statement in mid-1989, central 
bank governor Adrianus Mooy cautioned 
banks not to lend money to people want- 
ing to invest in the stockmarket. If the 
State banks are now told to finance equity 
purchases, his credibility may be under- 
mined. 















econdly, loan portfolios at the state 
banks, which along with the central 
ALJ bank finance a variety of subsidised 
credit schemes, are weak. If the banks are 


















piu шел ‘that len to 
y peratives be repaid from future di- 


scrutiny. ‘Traditionally, dividend payments 
by Indonesian companies have been in- 
quent and low. 

oibiono Tosin, executive director of ce- 
maker Indocement, a Liem company, 
1e REVIEW he exgects the government 
lake dividends to worker cooperatives 
deductible to encourage higher di- 
lend payouts. If such a scheme is 

























Ye executive said. “1f (һе. govém- | 





may have difficulty reaching the fiscal 1991 
targeted increase in income tax revenue of 
31.776. 

А further worry, say businessmen, is 
Suharto's insistence on using cooperatives 


to encourage wider employee ownership of | 


companies. They are also concerned that 
the law on cooperatives allows for a 
Cooperatives Ministry official to attend 
every meeting called by individual coopera- 
tives. 

Workers cooperatives will be covered 
by the cooperatives law, according to 
Swasono, which means that, theoretically, 
a government official would help represent 
worker cooperatives at shareholders’ meet- 
ings. This degree of government intrusion 


Suharto ‘appeals’ to private companies. 


into private businesses, warn economists, 
may scare off potential investors and slow 
economic growth 

Finance Minister Johannes Sumarlin 
says these fears are unfounded. “The par- 
ticipation of cooperatives in any company 
will not interfere with the professional 
management of the companies involved. 
[The proposal on] cooperatives should not 
be viewed as a setback to policies for en- 
couraging growth in the private sector,” 
Sumarlin told the REVIEW. 

Government officials, economists and 
businessmen are quick to emphasise that 
Suharto's appeal on cooperatives is just that 
~~ an appeal. “The wise response from the 
business community is to start right away 
to offer different alternatives [to employees] 
if companies do not want to be trapped into 
the problems [experienced by] coopera- 
tives,” says Simandjuntak. 

Another economist says employee stock 
option plans (ESOPs) are one alternative 
worth considering. ESOPs are not strictly 
what the president has in mind, says the 
economist, because they involve individual 
ownership of shares. "But they will at least 
dampen the pressure for formalising [the 
proposal on cooperatives] through legisla- 
tion." m 





adopted, says one economist, the Treasury 
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| apua New Guinea's (PNG) politi- 
cians, well-known for their routine 
ЖА. votes of no-confidence in each other, 
аге proving even more unpredictable than 
usual these days. 
Recently, the four men that have held 
the office of prime minister since PNG 
- gained independence in 1976 had lunch to- 
- gether. Such an event would not have been 
- possible just weeks before. Prime Minister 
.Rabbie Namaliu and his foreign minister, 
- Michael Somare, were lunching with their 
. political rivals, the opposition leader and 
his deputy. A week earlier, Namaliu and 
his cabinet announced a self-imposed 5% 
pay cut, a move just as out of character. 
Ви these are trying times for Namaliu. 
His young country is in the midst of its 
gravest crisis. The closure of a huge copper 
mine on Bougainville Island last month be- 
cause of a separatist movement is not the 
only reason why the government devalued 
the kina 10% to parity with the US dollar 
and implemented other tough economic 

























The economic-adjustment package an- 
nounced by Finance Minister Paul Pora on 
9 January — just two days after the official 
mothballing of the Bougainville mine — 
was designed to address the long-term de- 
cline in the earnings of the country’s ag- 
ricultural sector, especially from coffee and 
cocoa exports. It included credit controls, 
wage restraints and an across-the-board 


Bougainville Gne  mothballed its 
mine after a 14-month campaign of sabot- 
age by militant landlords who want more 
benefits from the mine. Just days later, 
PNG's Ok Tedi gold and copper mine was 
dosed temporarily by landowners’ pro- 
tests. 

Militants have since stepped up their at- 
tacks on the Bougainville mine and are call- 
ing for Bougainville: to secede from PNG. 
The mine, which is 19.1%-owned by the 
PNG Government and 53.5%-owned by 
CRA of Australia, accounted for 40% of 
PNG's foreign-exchange earnings and 17% 
of government revenue in 1988, its last year 
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Troubled coffee harvest. — 
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‘By Je Jayanta Sarkar in Calcutta 


E S Hah rA н НАЛ лал л etal MP Hir Mn rera rr 


ndia's drive towards a single domestic 
market is being hampered by the many 
local taxes on the transport and sale of 
goods. Businessmen's frustration with the 
е ruption and red tape bred by the levies 
ulminated with a protest march through 
mbay i in early January led by some of the 
ountry's most senior businessmen. 
Or “the top of their list of demands is 
abolition of the octroi, a tax which has to 
aid when a commodity enters the 
nicipal boundary of a city ог large town. 
г other target of their attacks is the sales 
which i is 2" by local authorities at 

















un T s, ‚ while the sales tax x has been 
r Onger h area a vital source 





Indian businessmen protest against official levies 


taxman’s delight 


of cash for local government, but business- 
men say that they have bred corruption 
and transport delays, the cost of which are 
ultimately borne by the consumer. 

Octroi has to be paid on almost all mer- 
chandise carried by road, rail, air and in- 
land waterways, with rates varying from 2- 
1075. The confusion and the corruption are at 
its worst at the roadside entry points to 
cities where the goods are inspected for val- 


uation. There is almost always a long queue - 


of trucks waiting for hours as their harassed 
crews "negotiate terms" with touts at the 
checkpoints to have their lorries cleared 
quickly. 

А recent experience of a Calcutta man- 
ufacturer of industrial screens shows how 
cumbersome the system can become. It im- 
ported certain raw materials through the 
port of Calcutta for despatch to another 
plant 1,500 km away near New Delhi. Oc- 


as high as 16% on luxury items. In addition 


troi Officials allowed the goods to pass 
through untaxed because imported goods 
are exempt, but it told the company that 
the consignments papers would have 
to be stamped at every checkpoint along 
the way, more than 50 in all. This was 
necessary, the firm was told, to check that 
the imports were not diverted to other 
users. 

The sales tax is equatiy arbitrary. As А 
main source of income for most state gov- 
emments, the rates vary widely from one: 
part of the country to another, opening a. 
wealth of opportunities. for avoiding the 
tax. A personal computer has a sales tax of 
only 2% if sold in Bangalore о ani 
estate near New Delhi, compare | 
in West Bengal. If somebody wants to buy 
a computer in West Bengal, the best way is 
to declare the sale on the seller's Bangalore 
account, pay at the lower rate and then 
send it across to. the m: | 








variant of the same tax is the central. 

Sales tax c harged on inter-state sales. 

.This comes to on most items, 
whereas the state sales tax runs from 195 to 








E тше some states j have a purchase tax, г 

















› 7% of government funds. The 
























180,000 tonnes of copper, was shut 
own on 15 May 1989. | 








iral sector places far more pressure on 
edgling political system than its 
on Bougainville. They note that 








"^ and sustains about 85% of the coun- 
бу 3. 5 million population. 
port earnings from cocoa and copra 


dined 1.5% and 1.3% respectively. Also, 
food imports have increased to a point 
"where about 20% of the country' s US$250 
in foreign-exchange earnings are spent on 
buying food from overseas. 
v The devaluation of the kina, however, 
should help small agricultural companies 
‘and farmers. But it will also fuel inflation. 
Economists have already revised their infla- 
tion projection for 1990 to 9% from 6% 
The inflationary effect of the devaluation 
comes after a period of model inflation rates 
in PNG. From 1980-87, only three of the 34 
lower middle-income countries — Thai- 
Jand, the People's Republic of Congo and 


Malaysia — managed to average а lower | 


: level of inflation than PNG's 4.4%. 


-. While the devaluation increases the . 
costs of debt servicing by 10%, it improves | 
the kina value of foreign-budgetary in- 


flows, such as aid, by an equal amount. 
- The government had hoped the i increase in 





goods are taken out of the mandis or the vil- 
lage market-place. 
7 Industry spokesmen concede that the 
authorities need the money, what they 
dislike is the method of collection. Some 
suggest the removal of octroi and the re- 
placement of the revenue forgone through 
higher excise duties and a uniform sales tax 
levied by every state. "If we really want to 
have a common market in the country, 
such oddities have to be eliminated,” says 


a spokesman for the Calcutta Chamber of | 


:Commerce. The trouble is that powerful 


vested interests are against reform, he | 













or at least to rationalise them, al- 


` another tax is being considered, in order to 
: plug the ‘loophole whereby some com- 
- panies avoid the sales tax by showing inter- 
. state sales as intra-company consignments. 





| passed by parliament, but some politi- 


Her 
ne. could be counted on to provide | 


which had its annual production up | 


Observers say PNG's troubled agricul- T 
er ericultural output accounts for one-third of | | 


; pelvien 1986 and 1988, for example, de- - 


е Ы the state governments have Hs 
to time tried to do away with © 


ultory fashion. However, yet | 


е so-called consignment tax has already | 


; now want to shelve it because it could | 
en the disparity, between richer and | 
г states and E create even more 
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п aid would cancel out the | 
riang commitment, which: 
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1a 250 million for this vear. | 
Оп the day following the devaluation, 
Yamaliu wrote to Australian Prime Minis- 
er Bob Hawke requesting that Australia's 
budgetary aid, which was to decline in real 
terms, be maintained for at least two years. 
If Hawke agrees, it would result in Austra- 
lia forking out an additional A$20 million 
.(US$15.9 million) this year to meet the plan- 
ned budgetary aid of A$275-295 million. 

-. Bankers estimate that Namaliu's gov- 
ernment will need about US$60 million in 
urgent funding by September. They say 
Australia is likely to provide assistance. 

: When the economic measures were an- 
nounced, Pora said the government had 
been encouraged by the 1МЕ, whose officials 
visited PNG in October 1989. "We are tak- 
ing the responsible measures ourselves," 
Pora explained, "and 1 expect the various fi- 
nancial institutions throughout the world 
wil be only too pleased to note this. 
They've already expressed a lot of faith 
in our abilities to address our own prob- 
lems." 


¥ nvestment in the mining sector is ex- 
.pected to be largely unaffected by the 
- closure of the Bougainville mine, one of 
the largest in the world, and the economic- 
adjustment package. Funds for mining pro- 
jects are raised offshore and not affected by 
the zero-growth target set for domestic 
borrowings as part of the adjustment pack- 
аре. 
_ But prospects for investment in non- 
mining sectors are bleak. Foreign investors 
usually attracted to these sectors are ex- 
pected to take a wait-and-see attitude in 
the short term because of the instability 
created by PNG's political and economic 
problems. Bankers note that the expected 
flat economic growth for 1990 is not helping 
the foreign-investment outlook. 
. The freeze on domestic credit is also ex- 
pected to hurt these sectors as local invest- 
ors, of whom many are expatriate business- 
en, find themselves unable to gain credit 
r expansion or diversification. 
.. “You are not going to see strong growth 
in foreign investment," says Carolyn Bags- 
ter, an economist with Westpac in PNG. 
here is no question that investment con- 
ence has suffered with the number and 
rsity of the problems there has been in 
is country in the past year." 
. Namaliu, however, faces a more serious 
oblem in soothing the opposition than he 
loes in easing the worries of foreign invest- 
ors. He is expected to face a vote of no-con- 
ce when parliament meets in March. 
eanwhile, he must put in place a plan for 
ige restraints, which is considered crucial 
the success of his government's eco- 
mic-austerity plan, and somehow find a 
ution to the problems on Bougainville. m 
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Pace begins to slou 


alaysia’s economy is buoyant 
despite signs of slower growth 
and inflation currently running 
at about 4%. A steady course 
seems assured by the sustained growth of 
the past three years that has lifted the coun- 
try to the brink of NIC status. 

Government economic planners are 
forecasting GDP growth to slow this year to 
6.5%. GDP is projected to increase a robust 
7.6% for 1989, but economists caution that 
a growth rate of 8.2% must have been 
achieved in the second half of 1989 if the 
full-year target is to be reached. They note 
that the economy grew 6.4% in the second 
quarter following a 7.7% increase in the 
previous three months. 

Although year-end figures are still being 
distilled, economists say such an acceler- 
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ated tempo in the last months of 1989 ap- 
pears unlikely. They say a more realistic 
GDP growth rate for 1989 is 7.5%. 

In the first nine months of 1989, manu- 
facturing production rose 10.7% from a 
year earlier. All sectors posted increases ex- 
cept the fabricated-metals and tobacco in- 
dustries, The highest output was scored by 
the non-metallic mineral-products industry, 
which sustained 28.7% growth. 

Agriculture is forecast to provide a hefty 
20.2% share of СОР in 1989 despite declines 
in production of rubber, sawlogs, cocoa 
and palm oil. Economists point out that 
smaller operations such as fish and live- 
stock companies are on the upswing as 
the government continues to emphasise 
domestic food production. 

Transport and other infrastructural pro- 
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imposed two years ago. Outlays were in- 
creased to M$57.5 billion (US$21.2 billion) 
for 1989-90 after being pared back to M$47.7 
billion from M$74 billion. 

Unemployment is expected to ease to 
7.9% of the labour force in 1989 from 8.196 
in 1988. Roughly 73% of new jobs created 
in 1989 are expected to be generated by the 
manufacturing, construction, wholesale, re- 
tail and service sectors, leading to a 3.4% in- 
crease in labour demand. 

On the trade front, strong imports of 
machinery and increased foreign invest- 
ments as well as slacker-export demand is 
expected to result in a smaller trade surplus 
for 1989. The Ministry of Finance estimates 
that the trade surplus for the year will 
shrink to M$11.2 billion from M$14.6 billion 
in 1988. A wider deficit in the services ac- 
count tied to higher repatriation: of cor- 
porate profits and dividends is expected to 
result in the current-account surplus nar- 
rowing to M$223 million from M$4.7 billion 
a year earlier. | 

Inflation is forecast to decline slightly to 
3.8% in 1990, after an expected 4% increase 
in 1989. Small price increases for food and 
transport in the fourth quarter of 1989 mod- 
erated the overall inflation picture. But 
economists warn that firmer oil prices, 
wage increases and rising property and 
rental values could be sources of renewed 
inflationary pressure in 1990. .. E 

Monetary conditions eased slightly by 
the third quarter of 1989 after the central 
bank stiffened statutory-reserve require- 
ments and moved to check inflation and 
sustain the value of the Malaysian dollar. 
Even though these efforts drained excess 
liquidity, the central bank again raised its. 
reserve requirements for financial institu- 
tions early this year to cope with the 
heavy influx of funds from foreign invest- - 
ment, d wx - 1 3 
The money supply, however, is forecast 
to show substantial growth in 1989. Тһе 
broad-based M2 rose 8.2% in the first nine. 








jects were bolstered by the government's month: 
mid-term review of the Fifth Malaysia Plan rency 
that ends this year. The government re- 1 X 
stored more than 35% of spending cuts - oe 
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(No wonder it’s on limited offer). 


The beauty of the new Scimitar Guaranteed 
Currency Fund is that it offers really excellent 
prospects for making money from investing in 
- currencies, without risking any of your hard- 
earned capital. 

Whilst you are guaranteed the return of at 
least 10096 of your investment back at the end of a 
seven year term, you also have the potential to 
make very attractive capital gains through our 
sophisticated use of the international currency 
- markets, which would include using currency 
` forward positions and currency options. 

Scimitar has selected Gaiacorp, which has 
anoutstanding record, to manage the currency 
-= portfolio. The prospectus, available on request, 

explains it clearly. But very briefly, here are the 
highlights. | 

® A guarantee by Standard Chartered Bank, of 
at least your full investment back at the end of 
the term. 

@ The opportunity for substantial capital gain 
and no capital loss. Based on the 34 years ending 
31/12/89, the Fund would have achieved an 
average net return of 27.6% per annum. 





© World-class management of international 


currencies by a company which has excelled in 
this field. 


@ Minimum investment US$10,000. Money 
invested in advance of the closing date will earn 
interest. 


© Maturity in 1997, but freedom to redeem 
your shares after the fund has been trading for 
6 months. 


This offer is only open from 
February 1st — March 9th, so totake 


advantage of the opportunity, be sure 
that you read the paragraph below. 





How to invest 

If you are intrigued by what you have read and 
would like more information and a prospectus, 
simply fill in the coupon. Alternatively, call in at 
your local Standard Chartered branch. They will 
be glad to help you. 


To: David Mello, Scimitar Fund Management (Bermuda) Ltd., Corporate Trust Dept., 
: POBox HM 1020, Hamilton HMDX, Bermuda. Telephone: (809) 295 2302 Fax (809) 295 6180. 
orto fill Teager, Scimitar Asset Management Ltd, 22 Billiter Street, London EC3A 2BE. 


Telephone: (01) 702 2778. Fax: (01) 702 2737. 


`` Please send me a prospectus and application form for Scimitar's New 


Guaranteed Currency Fund. 
Name (BLOCK CAPITALS) 
Address 
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|n other words, a зу ypical $ wiss ba n C 
must also be an ‘international bark : 
Like Swiss Bank сирен мы, 


opened its first foreign branch i 









London more than 90 years ago. 
In May 1949, acting on a eee ces 
_ proposal by Sir Winston Today, we have more branches in- 
Churchill, delegates from БЕСНА | : 
10 countries formed the Europ е than any other Swiss- bank. 
Council of Europe t UU SUD o LT 

жола For our international customers, this 


the way for a unified 


European legislation. means familiarity - with European 
The Palais de l'Europe in ы 


Strasbourg became its markets - and a smooth transition do 





home in 1977 when this key. 


the — market of the future. Afer. 


opened the palace doors, 


turning an idea into reality. 











erto Tiglao in Manila 


‘Hongkong-based multinational 
Kuok Group has launched the lat- 
. est phase of its property-investment 
pt une in the Philippines with a P1 
zillion (US$44.5 million) public offering of 
hares i in its local affiliate, Kuok Philippine 
Properties Inc. (КРРІ). 












-The Kuok Group, an agglomeration of . 


shipping, trading, finance and property 
companies led by Malaysian magnate 
Robert Kuok Hock Nien, has emerged as 
the biggest single property developer in the 
Philippines after Tan Yu's Taipei-based 
Asiaworld Group. Over the past two years 
Kuok has invested more than US$50 mil- 
lion in Philippine real estate. 

The share offering, which was post- 
poned following the December coup at- 
tempt, appears to represent a deepening of 
Kuok's commitment to the Philippines, ac- 
cording to analysts. As such, it will be wel- 
comed by Manila and the local business 
community, which is concerned that recent 
political unrest could deter further foreign 
investment. It is also likely to help prolong 
Manila s 18-month-long real estate boom. 

The offer, P200 million of which will be 
B-class shares that can be purchased by for- 
eigners, will represent 50% of КРРІ. The sale 
will boost the firm's capitalisation from 
P275 million to P2 billion. The public offer- 
ing — at a par value of P1 a share — will 
end 2 February. The issue is expected to hit 
the exchanges two weeks later. 

Following the 2 February closing date, 
there will be a private offering of 2500 
million, P400 million of which the Kuok 
Group will purchase. The remainder will be 
sold to unidentified investors. 

After the completion of the total P1.5 


billion share offer, the Kuok Group will | 
have a 30% stake i in the eR ii is un- : 


1s ла Со d рар Вап king, 
-processing tycoon Wilfred Uytengsu 
e Sorianos of San Miguel Corp. - 
€ Enok heres has we ceat 26. bil- 


E that s pega So far, the prm 5 
subsidiary ' has led the Kuok's real es- 


| р of 1058246 million. "They a 
the tradename Shangri-La. КРРІ is 





ок Group emerges as a major Manila developer 


ore to offer 





expected to purchase up to 10% of the 
group's stake in the projects. 

The group's other main development 
project is the EDSA Plaza shopping centre, 
which it is building in partnership with 
Ramos' firms Philipine Realty and Holdings 
Corp. and National Bookstore. The Kuok 
Group plans to offer up to 1576 of its 40% 
stake in Shangri-La Properties, the com- 
mercial centre's owner and developer, to 
KPPI at a 2076 discount. 

The group also plans to sell up to 1575 of 
its stakes in its two other property projects 
to KPPI at a discount. These are Cebu Hold- 
ings — a joint venture with Ayala Corp., 
A. Soriano Corp., the Philippines Long- 





` Kuok projects P 
. Hotels: EDSA Shangri-La Hotel - 


^ and. Resorts 19-storey hotel at the s 
corner of Shaw Boulevard and | 


Epifanio de los Santos Avenue, near _ 


`. the Ortigas complex. Estimated cost — 
16 US$72 million. Completion. slated . 
| for 1991. — 

Макан Shangri-La Hotel and Re- 
` sort's 28-storey hotel at the corner of 

. Ayala and Makati avenues, at the 
`. heart of the country's financial dis- 
`. trict. Estimated cost is US$101.2 mil- 
T Bon. Completion issetfor1992. . . 
^v Cebu Shan | 
a sort s 25-storey hotel at the centre of 
m Cebu. City. Estimated cost is USS 
om illion. No firm completion date. 
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gri-La Hotel and Re 


` Mactan Shangri-La Hotel and Re- 
yt s к ninestorey hoteli in Lapu-Lapu 


tan where it is buildi 

KPP! is expected t 
velopment projects. Ne 
way on the purchase 
A kept official said three | 
consideration. On two, | 
dominiums could be built; 
golf club, a commercial comp: 
posed. The old headquarters © 
giant San ee Corp. in Ayaia A 
is thought to be the site of anot лег. 
project. dd 
. The Kuok Group's operations h 
two aspects of Manila's development. - 

First, Philippine real estate тетай 
cheap in comparison to Taiwe and Hon 
kong and, as a result, continues to attract 
overseas Chinese investment. Second, _ the 
mandatory 40% foreign limit on land own- 
ership has not deterred overseas invest- 
ment in the lucrative real estate sector. __ 

A significant portion of the money being 
ploughed into Manila property is thought 
to be from Taiwan and Honkong: Much 
it is unregistered because of nationality — 
restrictions, and most of it is invested | 
through local Chinese businesses. KPPl's 
prospectus for instance referred to the “re- 
cent sale of a 42 ha site in the Manila Bay 
area to the Tan Yu group of Taiwanese in- 
vestors.” Tan Yu's Marina Properties is offi- 
cially registered as 100% Filipino-owned a as 
Tan Yu is a Philippine citizen. 

The Kuok Group's rapid entry into the О 
real estate market has been undertaken via _ 
a strategy of linking land-owning com- : 
panies, in which it can by law hold at most 
a 40% stake, with development firms, 








































































Shangri-La Hotel, all of the Kuok Group's | 
hotel projects are on land owned by firms- 
in which it has àn equity stake. | 

So far, such a strategy has proved satis 
factory. However, land ownership restric- 
tions could still put a brake on its ambitious 
P6 billion programme. 

The setting up of КРРІ and the latest 
P1.5 billion share offering will enable the 
Kuoks to solve such nationality obstacles. 
The Kuok Group will retain control of KPP! 
with a 30% stake. But with 50% of its stock 
dispersed, KPPI will technically be 
controlled firm and therefore in positio 
own 100% of any land it buys. > 

Although the Kuok Group has only fo 
nominees on КРРГѕ nine-man board, it 
be the biggest single bloc. The firm will al 
be relying on Kuok Consultants for tech 
cal advice. However, in recognition. of tl 





the agreement between the Kuok 
and its Philippine partners states. that 
decision by KPPI to invest in existi 18 К 
projects must be made by the comy 

directors “excluding the Board 
representing the Kuok a. 
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Paul Handley in Bangkok 
hai financiers are primed to make 
| their first foray into the sharply com- 
[d petitive realm of regional stock 
broking with the US$18 million buy-out of 
* Hongkong-based First Pacific Securities 
. (Holdings), which was announced on 19 
-> January. 
= The acquisition by Bank of Asia and Fi- 
. nance One, whose interests already in- 
_ cluded two Bangkok brokerages, ended 
. months of speculation about First Pacific 
.. Co.'s jettisoning of the subsidiary, which 
_ had operated in the red until last year. 
7 Тће transaction is subject to approval by 
regulatory authorities. Bank of Thailand, 
the central bank, approved the takeover on 
23 January, a necessary procedure under 
-the country’s exchange controls. In addi- 
tion, the central bank must give special 
ipproval for any Thai commercial bank 
to take more than 10% equity in another 











"hai firms agree to buy First Pacific Securities 


angle 


Bank of Asia and Finance One each will 
own 45% of Liberian-registered First Pacific 
Securities, while Nukul Prachuabmoh, 
chairman of the company’s Thai brokerage 
and former governor of the central bank, 
will own 10%. 

First Pacific Securities’ managing direc- 
tor, Richard Bradley, and other manage- 
ment did not exercise an option to acquire 
the company. Regarding the Thai buyers, 
“nothing could have pleased us more,” 
Bradley says. 

The company will maintain its focus on 
Southeast Asian securities for overseas in- 
stitutional clients. But Bradley says the 
company plans to increase some of its retail 
business. 

Analysts say Bank of Asia and Finance 
One, which already owns Securities One 
and Jardine Fleming Thanakom Securities 
in Bangkok, paid a good price for First 
Pacific Securities. Commissions for 1989 
are estimated at US$5 million and net in- 
come at about US$2.7 million. Return on 


equity, the com s, was 25-27% ir 





the year. EN 5 

Some brokers, however, say it may no 
be a wise acquisition because of the possi 
bility of slowdowns in equity market 
worldwide. They also point out that Firs 
Pacific Securities’ profit last year wa: 
bolstered from a one-time occurrence: the 
company's position as the marketing agen 
for the US$330 million flotation of Indone 
sian cement giant, P. T. Indocement. 

These brokers say First Pacific Securities 
may have picked up as much as US$7-£ 
million in commissions on the Indocemen! 
flotation. Indocement’s main private share- 
holder, Indonesian business magnate Liem 
Sioe Liong, is the controlling shareholder ol 
First Pacific Co. 


onetheless, Bradley is optimistic that 

First Pacific Securities will have a 

good year in 1990, noting that the 
group has a relatively small capital over- 
head. Also, the company, which will even- 
tually be renamed, appears to be avoiding 
downside risk by limiting its trading expo- 
sure. 

First Pacific Securities has a 100%- 
owned sales office in London and a 100%- 
owned Hongkong office with a local stock- 
exchange seat. The company also has a 
30% share in Malaysian brokerage Mo- 
haiyani Securities Sdn. and 10096 control of 























` By Doug Tsuruoka in Kuala Lumpur 
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alaysian Finance Minister Datuk 
Daim Zainuddin is adopting a 
— hands-off stance towards Clob 
(Central Limit Order Book) International, 
. Singapore's new over-the-counter (OTC) 
market in Malaysian stocks, much to the 
_ chagrin of some local brokers who say the 

rival trading system is sapping business. 

^. Daim, who signalled in October 1989 
the separation of the Malaysian and Singa- 
pore exchanges and announced the delist- 
ing of 182 Malaysian counters on the Stock 
Exchange of Singapore (SES), said local 
brokers should not feel inferior to their Sin- 
apore counterparts in the aftermath of the 
plit. He said governmentinterference, such 
| amending the Companies Act to dis- 
'urage trading on Clob, was unnecessary. 
"Investors will not lose interest . . . in 
е Kuala Lumpur Stock Exchange (KLSE) if 
the exchange can prove its efficiency in 
handling the rising trend in daily trading," 
he asserted on 18 January. — — 








Noting that the KLSE was given ample 


Daim advises KL 


Munster rejects call for Singapore OTC market curbs 


Daim stands back 


time to prepare for the separation, Daim 
urged the exchange to prove that it could 
handle soaring daily transaction values, 
which have risen from M$40 million 
(US$14.8 million) to M$200 million since the 
split. 

His words appear to be at odds with the 
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stance taken by KLSE executive chairman 
Nik Mohamed Din, who said recently that 
a government response on Clob was "a 
matter of national policy." Din hinted that 
as it was the government which had taken 
the decision to separate the two exchanges, 
a less neutral response was in order. 
Interest in Clob among local brokers per- 
sists despite warnings from Din that they 
would be breaking exchange rules and face 
disciplinary action if they are caught trading 
on the OTC market. KLSE officials have also 
sought to deter Singapore and foreign in- 
vestors from trading shares in Malaysian 
counters оп Singapore's OTC. 









SE brokers not to feel inferior. er к те | 
















0F raise its presence there this 
year because a Singapore research office is 
being wound down. 





for Bank of Asia, which is just begin- 
emerge from a central bank re- 
ation, and Finance One is full con- 
the highly profitable First Pacific Asia 
securities (Thailand), which was estab- 
lished in 1988 and has a seat on the Sec- 
urities Exchange of Thailand (SED. The com- 
panies already held a 28.596 holding i in First 
Partie Asia Securities. 

‘With only a small amount of retail brok- 
ing activities, First Pacific Asia Securities 
has through London and Hongkong mar- 
keting operations built itself up to a No. 17 
ranking among the 35 SET brokers in 1989. 
Its revenue last year is estimated at Baht 
17.3 billion (US$665.4 million) and profit at 
US$1.6 million. 

With markets slow in Manila and 
Hongkong, analysts say, Bangkok will 
continue to be a profit centre. Analysts 
say the combination of a strong London- 
Hongkong-Bangkok triangle and the re- 
spect accrued by its Hongkong and 
Bangkok research operations should make 
First Pacific Asia Securities a tough com- 
petitor. ш 





 Clob was launched on 2 January, the 
first effective trading date after the split. It 
was set up to offset the effects of the delist- 
ing of Malaysian stocks which could de- 
prive the sES of 5076 of its business. 

Some observers say that at the moment 
Clob is the only thing between the KLsE and 
pandemonium as it struggles to keep pace 
with the surge in transactions following the 
split. Many brokerages face order backlogs 
and are in no position to handle any more 
business. Quipped one Malaysian analyst: 


"If the government had stopped Clob, the | 


Malaysian equity market would have suf- 
fered a severe fall. They couldn’t nave 
handled the volume.” 

Din, however, is adamant. In a bid to 
restore order, the KLSE has ordered M$4 
million worth of new computer hard- 
ware to enable the existing Securities 
Clearing Automated Network Services to 
cof wih. the sharp upsurge in trading 














g on the SES gyrated last week as 
market reacted to roller-coaster events 

all Street and the Tokyo Stock Ex- 
i hange. Even so, total volume in Singapore 
during the trading week ended on 19 Janu- 
y, inclusive of Clob, moved higher, rising 
to 754.2 million shares from 707.6 million 
revious week. KLSE volume, by com- 
ison, edged down to 645.3 million, 
ist 650.5 million the previous week, as 















Most. analysts, however, agree that the . 


















“We have a troublemaker here, ZR1306. I caught him reading Asia Technology | : : 





Asia Technology is a brand new monthly magazine written іп non-techni- 
cal English, and designed to bring its readers the latest news of the latest - 
technology from around the world with a focus on Asia. From your first 
issue, it will be evident that you won't need a supercomputer to figure out 
that it represents an outstanding source of enjoyable, interesting and in- 
formative reading. SUBSCRIBE NOW. 





To: Asia Technology, Subscription Dept., "R0201 
. GPO Box 160, Hong Kong. 





i [1 Please enter my annual (12 issues) subscription: to . COUNTRY pi | | i 
| Asia Technology. 
j LJ ft enclose my cheque (payable to Review Publishing Co. 
LAG) [OP s в a ИНИН 
| Or, please charge my credit card (tick one): pe o 
| (2 American Express ÛJ Diners Club (0 MasterCard J Visa Card 
| Card No: Expiry Date: .. | 
сес ТООС eeu e La emt E eL 
[ мате 
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ntel and NMB form 
emiconductor joint venture 

& Intel Corp. of the US and NMB | 
Semiconductor Co. of Japan have formed а 
joint venture to market the Japanese 
"company's chips worldwide. Intel will 
have a controlling interest in the venture, 
-Intel-NMBS DRAMS Fabrication Co., and 
have the right to sell dynamic random- 
access memory chips, or DRAMS, made in 
- NME's three plants in Japan under its 
пате. Analysts said the venture is a good 
move for both companies because Intel, 

< which quit making DRAMS in 1985, now 
` has a reliable source of the chips to meet its 
.. Customers’ needs and NMB has access to 
.. Intel's huge sales network. Intel officials 

` expect the new company to have US$100 
million in revenue this year, much of it 
from US sales. NMB is an affiliated 
company of Tokyo-based Minebea Co. 























































South Korean construction 
firms recover from slump 

> South Korean construction companies 
are hoping to pull out of the doldrums this 
year. Overseas orders are forecast to surge 
to about US$8 billion from US$2.4 billion in 
1989. Libya is expected to be the largest 
market, followed by Saudi Arabia, Iran 
and Southeast Asia, The industry, which 
“= has won US$90 billion of overseas work in 

_ the past two decades, is also hoping to 
enter the East European and Soviet 

< markets. Last year's volume, a 51% 

; increase from the previous year, was the 
_ first significant expansion since 1981, when 
-. contractors took in a record US$13.7 billion 
.. of overseas business. 


. Toyota, Nissan report 
 arecord domestic sales 

В» Toyota Motor Corp. and Nissan Motor 
_ Co., benefiting from rising personal 

|. consumption in Japan, reported record 
domestic sales in 1989. Toyota's domestic 
sales increased 8.9% from a year ealier to 
2.3 million cars. Toyota's share of the 
domestic market edged up 0.3 of a 
percentage point to 31.8%. Nissan's 
domestic sales rose 14% to 1.3 million cars. 
Nissan's share of the market also improved 
0.3 of a percentage point to 23.7%. In 1989, 
lapan's car market grew 8%, with sales 
reaching 7.3 million. 


-Hyundai moves to revive 
operations in the US 

В. Hyundai Motor Co. plans to begin 
selling US$70 million in bonds this month 
in an effort to revive its US operations. - 


Company officials said proceeds will be - 
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used to finance expansion at Hyundai 
Motor America and Hyundai Motor 
Finance Corp. Hyundai's sales have 
slowed in the US because of price increases 
as wellasits failure to produce new models. 
Company officials said the introduction of 
the Excel model and the medium-size 
Sonata should bolster the American units. 


Chinese farmers said 
to have record harvest 


> China reported a record grain harvest in 
1989 of 407.9 million tonnes, topping the 
1984 harvest by less than 1 million tonnes. 
Grain production has stagnated since 1984. 
Then farmers were hit hard by collapsing 
prices when the harvest exceeded the 
purchasing capacity of state marketing 
organisations. Many farmers subsequently 
diversified into other crops. Some analysts 
believe the harvest estimate has been 
inflated to produce a record and the 

actual figure is closer to 405-406 million 
tonnes. 


__ Business indicator: 
from Hongke 


US group seeks liquidation 
of Swan Brewing Corp. 


> A group of US investors is seeking the 
liquidation of Swan Brewing Corp. 
because the Australian brewery has failed 
to meet an interest payment on debentures. 
The investors filed notice to the company, 
a unit of Bond Corp. Holdings, under 
Section 364 of Australian corporate law. 
Officials at Bond Corp., which has debts of 
A$7 billion (US$5.6 billion), had said they 
believed no legal action against Swan 
would be taken by the investors because 
the interest payment of US$121.5 million 
due on 15 December 1989 had been paid 
by 15 January. Analysts, said the payment 
was stopped because Swan had been 
caught up in the receivership wrangles of 
Bond Corp.'s brewing units. Bond Corp. 
will contest the action. | | 
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jetengine aircraft. —— 
















London and Tokyo stock exchanges. The 
companies will be allowed to carry out 
domestic and foreign securities 
transactions. . 


Indonesian group criticises 
Apkindo's ad campaign 

> Indonesia's largest environmental grout 
has criticised the Indonesian Wood Panel 
Association (Apkindo) for advertising in 
foreign newspapers to rebut international 
complaints that Indonesia's tropical forest: 
are being destroyed through uncontrolled 
logging. The Indonesian Environmental 
Forum said Apkindo had spent several 
million US dollars on advertisements, 
including опе in the New. York Times, and 
called the effort a "useless counter- — 
campaign." The group said the advertising 
budget would have been better spent on 
disciplining loggers. 


Nippon Seiko acquires . 
Britain's United Precision 

> Nippon Seiko К. K., Japan's largest 
ball-bearing manufacturer, has acquired 
Britain's biggest bearing maker, United 
Precision Industries, for £145 milion 
(US$239 million). As part of the agreement, 
Nippon Seiko will assume United - | 
Precision’s debts of £58 million. The 
acquisition is one of the largest so far by a 
Japanese company in Europe and will give 
Nippon Seiko about two-thirds of Britain's 
bearing market. >. 





зр іг wins approval a E 
to fly scheduled routes | 
> The Indonesian Government has 
Sempati Air, one of three private ait 
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Fokker 100 aircraft by July. Only state- 
owned airlines Garuda Indonesia and _ 
Merpati Nusantara have licences to operate 





























If you are considering, or are now, investing in one 
or more of Asia's fast paced stockmarkets, a trial of 
ASIAN MARKETS MONITOR may prove to be 
your wisest investment in 1990. Aseveryone knows 
a major key to successful investing is having the 
right information at the right time, and that's what 
each issue of AMM delivers to its many readers each 
and every week. 


А no nonsense, straight from the shoulder weekly 
newsletter AMM will provide you with detailed 
market commentary, objective reports on sectoral 
developments and the reasons behind them, high- 
lights of results of large and medium sized 
companies, informed analysis and opinion and 
much, much more. 


Normally available for longer terms for a limited 
time only we are offering a trial to . 

ASIAN MARKETS MONITOR so o that you can 
discover for yourself how very helpful AMM can 
be to you when it comes to making the right invest- 
ment decisions. 


AMM is written, complied and edited by specialists 
throughout the Asian region and published by a 
wholly owned subsidiary of Review Publishing 
Company Ltd., publisher of the Far Eastern 
Economic Review, Asia's most authoritative busi- 
ness/news рыш 






B cause’ we are so confident that once you ve 
pled AMM for yourself, you will discover how 
valuable it can be to you in making investment 
decisions, we are offering a 13 issue trial-period for 
only US$150. That amounts to US$11.54 per week, 
less than the price of a moderate lunch. 








Why not begin 1990 with your best investment foot 
orward by placing yourt trial order to P AMM today. 


If for any reason after ordering AMM you wish to 
stop your trial subscription, you may do so аг any 
time and receive a full refund of the unused portion 
of your payment. | 


Order now while you are thinking about it and. start 
receiving the kind of timely news and information. 
you need to have about the Hong Kong, Singapore, 
Malaysian, Philippine, Thai and Korean stock- 
markets. You have everything to gain and nothing 
to lose. : 


+ 


To order simply complete the coupon and send it 
along with the appropriate payment or completed 
charge card information. کک‎ 


To: Publications Div., Dept. AMM, Review Publishing - 
i Company, Ltd., GPO Box 160, Hong Kong. | 


Q Yes! Please enter my 13 issue trial order to Asian P 
Markets Monitor immediately so that | can begin to .- 
benefit from the investment intelligence I will receive. g 

| each week, 13 issues — USS$150/£91/HK$1,170. E 


] 3 1 prefer to order for 52 issues — US$599/£363/HKS4,670. |I 


You may forward equivalent payment in any convertible J 
currency. ee 


QI enclose. in payment thereof (cheque pay- E - 
able to Review Publishing Company Ltd.) Or, еме | 
i charge my credit card (tick one): s 


(3 American Express {Diners Club 


i Q MasterCard (a Visa 7 
(Cau МО аы аана — . Exp. Date е 
I Eibied cese c c Lu ML LL КЫ 
d Май быаны ы аный a et | 
(please print in block letters) eet 
| PON SS Е cac i es ei ваа 
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hina Light and Power (CLP), the 
slumbering giant of the Hongkong 
stockmarket, is waking up. There 
| are good fundamental reasons for 
this: better profits expected down the road, 
plenty of infrastructural spending for a 
"bright future and a nice fat land bank. But, 
‘Shroff suspects there are other factors be- 
| hind CLF's 1% run-up in the week ended 19 
| January. cLr's transcendental status — the 
market fell 2.1% over the same period — 
"was all the more noticeable because the 
| HKS9.6»billion (US$1.23 billion) turnover 
| firm was the worst performing Hongkong 
| utility in 1989. 
|. GP is suddenly a comer because the 
| smart money figures it will be the next local 
| utility to be subsumed by China Interna- 
: onal Trust and Investment Co. (Citic), Pe- 
king's preferred vehide for the de facto 
nationalisation of strategic sectors of the 
| Hongkong economy. 

. CLP is a natural choice: it provides 
three-quarters of the electricity consumed 

. Hongkong, it is a joint-venture pug 
China's Daya Bay nuclear power plant 
and it supplies a growing amount of 
power to Guangdong province. On the 
drawing board is a HK$60 billion, 5,000 
| MW coal power station which might well 
| end up in China, where environmentalists 
| are far less of a problem than in Hong- 

|. Given China's power shortages and de- 
spite Hongkong's uncertain future, most 
analysts expect CLP's profits to increase in 
coming years. The Polyannas at Credit 
Lyonnais Securities argue that CLP can dou- 
| ble its present net income growth rate to 
. 20% a year by 1993. Other brokers reckon it 
should be able to sustain increases in the 
neighbourhood of 7-10%. | 
. Either way, the stock is cheap. CLP is 
trading on a prospective 1990 p/e of nine. 
trip out the company’s land holdings, 
uich Peregrine Securities values at about 
50 a share, and that brings the pros- 
' low-end p/e down to 5.8 times for 


Then there are CLP's owners. The 90- 
r-old Lord Kadoorie of Kowloon, whose 
nily has a 3476 stake in the company, is a 






rable Friend of China. He is one of the 
ew local business leaders to maintain a 
focal, pro-Peking stance since the Tianan- 
men Square massacre. Analysts figure that 

g HK$400 million or so 
of CLP and Hong- 












company over to the Masses, as repre- 
sented by Citic, as a monument to the old 
man. Given the proper cajoling and at the 
right price, of course. 

Over the past couple of months, Citic 
has been giving more than just a nod and a 
wink in this direction. Illustrating its talent 
for contrarian investing, Citic snapped up 
387o of Dragonair, Hongkong's second air- 
line апа announced its plan to buy 2096 
of Hongkong Telecom, the local phone 
monopoly. In both cases, Citic appears to 
be paying a price lower than it might have 
prior to the blood-spilling in Peking. 

But it is early days yet and with politics 
clearly in command in China itself, it seems 


Power surge 





(32.8 0 
EU Hang Seng index 

: 12.4 { | ‘Right scale) 
 $2.0- 
dus 
(12- 


308. 


/ China Light and Power" 
(Left scale} 


only a matter of time before Citic's blood 
on the streets (and bloody cost effective) 
nationalisation campaign sets its sights on 
CLP. The share issue expected to be made to 
help finance the huge new coal-fired power 
station could provide the opportunity. 

a Jonathan Friedland 


The shutdown of Bangkok sub-broker 
Chao Thai Securities (REVIEW, 25 Jan.) has. 
generally brought praise to the Securities 
Exchange of Thailand (Set). Without really 
having much legal muscle in this case, and 
in comparison to past actions, the SET's 
move this time was fairly bold. 

But some questions still surround the 
action, which was taken in concert by the 
SET, Bank of Thailand and Finance Ministry 
officials. First is why did they wait so long? 
Brokers who handled Chao Thai's orders 
say the patterns of churning stock bought 
using dubious credit methods and. dis- 
counting of post-dated cheques were clear 
much earlier than 9 January. — 

But more importantly, despite reports to 








tor was, and after a 


: reports to — case will be handled in this man 
. the contrary, Chao Thai's assets, iricludi йй qM ET M 











its bank accounts, were never frozen. Whil 
the SET clearly has no power to do so, f 
nance authorities do. The brokers hurt b: 
Chao Thai's trading complain that account 
with its customers and. its management 
shareholders were probably cleared ou 
quickly, lessening their own suffering. 

The SET has left to Chao Thai the onu 
of settling accounts to the six brokerage 
and one sub-brokerage it dealt through 
Three, with long positions due to scrip hek 
for Chao Thai, say they have settled. Thi 
other four refuse to comment, but educatec 
guesses have them collectively facing may 
be a few hundred million baht in losses. 

There is some justice there, for the blinc 
pursuit of market share was what drove the 
brokers to help Chao Thai build its activities 
But will no one suffer save Chao Thai man: 
aging director Thamnoon Ingkuthanonda: 
Thamnoon has reportedly confessed thai 
he alone was behind 98% of the trading 
done through Chao Thai. If true, thal 
makes him a very big player indeed. 

But even Chao Thai shareholder Charles 
Ma Chan Lee says that there are three oi 
four big players at Chao Thai. (Ma, like his 
estranged brother and controlling Chac 
Thai shareholder Sirichai Bulkul, апа 
everyone else for that matter, denies in- 
volvement in and responsibility for Chac 
Thai's actions.) — . E ИЕ 

No опе in town, save, apparently, the 
investigating authorities, are ready to ac- 
cept Thamnoon's alleged owning up. 
Rumours are flying about who Thamnoon 
was working for, but there is no conslusive 
evidence. Interestingly, the head of one of 
Chao Thai's brokers, a senior SET member, 
has told the other brokers after the shut- 
down not to worry or make а fuss. He said 
he had received a call from a very impor- 
Baht 1 billion (US$39.1 million) backing to 
settle the problems of Chao Thai. But he 
would not tell the others who this guaran- 
















› dropped the 
i was about. 
nes even forget- 









claim. It does suggest, F 
one knows what Chao: 
ting is an important theme of Thai society 
that confounds foreigners. Who could be 
expected to understand the return to hon- 
our and promotion to major general of Ma- 
noon Rupkachom, who engineered two 
anti-government coup attempts during the 
1980s which resulted in numerous deaths 










and injured Thailand's image abroad? 
Several brokers believe the Chao Thai 





































Appointments 





STUDIES 


University of London 


CHAIR IN THE ECONOMICS OF ASIA 
The School invites applications for the above Chair. Applications 
(10 copies) should be submitted to the Secretary, School of Orien- 
tal and African Studies, Thornhaugh Street, London, МСІН 0XG 
from whom further particulars should first be obtained. 


The closing date for applications is 2 March 1990. 





ART EDITOR/ 
GRAPHIC DESIGNER 


-The Far Eastern Economic Review is looking 
for a senior creative designer to head its art 
. department. The successful candidate will be 
-an experienced artist with a flair for illustra- 
tion, a record of success in magazine design, a 
full grasp of production and printing process- 
.es and a keen interest in current affairs. He 
or she will be required to generate — and 
`. sometimes execute — imaginative cover de- 
г sign ideas and themes for sketches and origi- 
. nal illustrations. The art editor will supervise 
the work of a small, energetic group of young 
artists skilled in modern techniques of com- 
< puter-generated graphics and advise on lay- 
` out and overall graphic presentation. 


Write to: 
The Editor, 
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Hongkong. 





COPYRIGHT REPRINTS 


The combined efforts of the Far Eastern Economic Review's large and 
highly skilled editorial team have made it the premier source of infor- 
“mation for those who do business, or have an interest, in or with Asia. 

As a testimony to the publication’s editorial quality, many Review arti- 

“cles have, over the years, been reprinted in newspapers, magazines, 

educational textbooks, newsletters etc throughout the world. 

` Should you as an editor, publisher or on behalf of an organisation, edu- 
cational establishment etc wish to enquire about our reprint and 
copyright charges, please address your correspondence to: 


. Managing Director 
. Review Publishing Company Limited 
СРО Box 160, Hong Kong | 


Tel: 8328300 Fax: 8345987 Telex: 62497 REVAD HX 
We welcome enquiries from ай interested pane and assure you of our 
vidual a i " | 










SCHOOL OF ORIENTAL AND AFRICAN 






Far Eastern Economic Review, 
GPO Box 160, 


Property 


GOLD COAST WATERFRONT 
ESTATEIRESORT SITE 
FOR SALE BY 
PRIVATE TREATY 













Brisbane — 
Gold Coast 


s Sydney 









Queensland Australia 











Monterey Keys 
a Surfers Paradise 






Gold Coast « 



















Approximately 173 hectares, Monterey extending from each waterway 

Keys represents possibly the last of the homesite. 

Gold Coast waterfront resort sites. в Broadwater and ocean access. 

A choice of two genuine investment Proposal Two - CONCEPT ONLY 

opportunities exist, adjacent to the An integrated waterfront residential 

Sanctuary Cove and Shinko Resort resort comprising 

locations. w 5-Star Intemational Hotel. 
Proposal One - APPROVED a championship golf course and 

a luxurious waterfront homesites. recreational facilities. 

a superb street and waterscapes s community styled residential 

including fixed private moorings component. 






















For a detailed report including market тау contact: : 
PRD Realty Pty. Ltd. Don Dietz or Bill Rameau | | 
62 Appel Street Ph: (075) 88 0088 
Surfers Paradise Qld. 4217 Рах: (075) 92 1632 


айа ty Seen 


PENNSYLVANIA country estate site or Courses | 


working farm; 140 A mostly pasture/hay 
with permanent springs and stream 
through prime development area; 130 
year-old native timber house апа barn 
with good well water; old oaks, fruit/nut, 


BUSINESS ADMINISTRATION |. 
DEGREE COURSES __ 
Private non-traditional University offers. 
external Bachelor and Master of Business 
Administration courses. Also Doctorate 
Ph.D programme. There are no residere 
tial requirements and the courses таубе: 
taken anywhere in the world. (UK unap. x 
proved). Full details trom: ; 


Мей сит & Company, Dept FER/I, 
Fax: MATT 278876. 


exotic shade trees; separate brick house 
with cut-stone foundation, hewn barn 
bears for construction. Private but near 
highways to Pittsburgh & Cleveland. 
Details and prices to ínquirers. P. О, Box 
53, Slippery Rock PA 16057 U.S.A. 






















































This space is | 
reserved for “INSTITUTE OF BUSINESS 
Classified INTELLIGENCE 
Advertisements | Add MIB. 4. to: your name and пем life to 


your business. Membership is an essen 
tial aide 10 business. e worldwide, FR 
details from: | 




















Reservations The Institute of Business. intelli 
should be Dept FER/1, Portman House, f and 
| Street, ipswich, Suffolk, Eng 
addressed to: | Fax: +44/473-231240 


International Classified Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongkong 
Tel: 8328300 
Telex: 62497 REVAD HX 
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RESEARCH AND 


INNOVATION 


A patent on creativity 


hen Texas Instruments was fi- 

nally granted a Japanese pa- 

tent on its basic microchip 

technology last November, 
the first person that leading specialist 
magazine Nikkei Electronics contacted 
for comment was Shumpei Yamazaki. 
With good reason: Yamazaki knows more 
than most about the significance of basic 
microchip patents. He is the owner of sev- 
eral, worth billions of yen a year in royal- 
ties 


Yamazaki's inventions include two pro- 
cesses crucial to the manufacture of most 
semiconductors, including all DRAMs. He 
was also the first to come up with a viable 
process for making electrically programma- 
ble read-only memories (EPROMs), a type of 
chip that threatens eventually to replace 
DRAMs. His list of licensees 
includes all the world’s 
largest semiconductor man- 
ufacturers with the excep- 
tion of Epson, and Yama- 
zaki is currently suing the 
company in the Japanese 
high court. 

Getting to the patent 
office ahead of some of 
the best brains at élite US 
establishments, such as 
Bell Laboratories and Intel 
Corp. was a remarkable 
achievement. АП the more 
so since Yamazaki was not a 
researcher at one of the well- 


equipped laboratories run Yamazaki: pioneer. 


by Japan's electronics giants. 

In fact, when he did the work on which 
his key patents are based, Yamazaki was a 
28-year-old postgraduate student, working 
by himself in an 8 m-by-7 m storehouse 
owned by his father. His only assistant at 
the time was a high-school graduate. The 
reason for this unusual isolation was that 
his university was closed during the stu- 
dent riots of 1970-71. 

Isolation was an important factor. Had 
Yamazaki been a researcher with one of 
Japan's top electronics firms, it is unlikely 
that he would have been allowed the free- 
dom to pursue his ideas. 

When he first announced his inventions 
at a series of Japanese academic meetings 
and conferences during the early 1970s, he 
was laughed at by companies like NEC. 
They believed there was no merit in them. 
Fifty billion yen in licence fees later, it is un- 
likely that NEC is still laughing. 

Fujitsu was the first Japanese company 
to license Yamazaki's patents, back in 1978. 





It paid him ¥60 million (US$290,000), 
which must have seemed like a lot then, 
though compared with what NEC had to 
cough up later, it now looks like a very 
good bargain. 

Licensing was not the company’s origi- 
nal intention. Rather than pay a fee, Fujitsu 
opposed the granting of the patents. It was 
only when Intel's Bob Noyce — co-inventor 
with Texas Instruments’ Jack Kilby of the 
microchip — acknowledged the validity of 
Yamazaki's claims and agreed to pay him 
royalties that Fujitsu decided reluctantly to 
follow suit. 

Yamazaki's experience illustrates two 
typical Japanese attitudes towards innova- 
tion. One is that companies will fight to 
avoid paying royalties. It took Texas Instru- 
ments almost 30 years to establish Kilby’s 
patent in Japan, because 13 
Japanese companies op- 
posed it. 

Yamazaki believes that 
this attitude is fundamen- 
tally wrong. "[Texas Instru- 
ments] strategy to get li- 
cence fees was very fair," he 
says, "Japanese companies 
should have respected 
Kilby's patent." 

The other negative at- 
titude Yamazaki ran into 
was because he was Japan- 
ese. His work had to be ap- 
proved by an American be- 
fore it could be accepted in 
Japan. 

Much of the inherent 
creativity that the Japanese, like everyone 
else, are born with gets knocked out of 
them by the relentless homogenising of the 
Japanese education system. Scratch a 
world-class Japanese inventor like Yama- 
zaki and you will usually find some dif- 
ferentiating influences. 

In Yamazaki's case, an important basic 
difference is that he comes from a Christian 
family. The Christian doctrine with its em- 
phasis on creation provides a better basis, 
Yamazaki believes, for creativity than 
Buddhism. 

As a student in Kyoto, he went to Doshi- 
sha, a Christian university. Doshisha is not 
one of Japan's top schools, but it happened 
to be the alma mater of Yogoro Katoh. 

A tireless promoter of creativity, Katoh 
deserves much of the credit for the discov- 
ery of the magnetic material ferrite. He was 
also the founder of the Tokyo Institute of 
Technology. On retiring, he returned to 
Doshisha to found another laboratory for 
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the encouragement of young researcher 

Katoh became Yamazakis mentor. 
crucial piece of advice to the young scienti 
was that as he was going to go in f 
applied science, he ought to apply for p. 
tents. Under the 85-year-old professor's i 
fluence, Yamazaki filed more than 100 p. 
tent applications. 

His work on what would later becorr 
known as EPROMs brought him to the atter 
tion of TDK. At that time, the company w: 
a leading supplier of "core" memorie 
which semiconductor memories wer 
threatening to replace. 

In 1971, Yamazaki joined TDK, and ther 
he followed up his original breakthrough: 
Subsequently, the company decided th: 
tooling up to produce chips was going to b 
too expensive, and Yamazaki was shunte 
off to a joint venture. But in his new pos 
tion, he was not able to continue his гє 
search, so Yamazaki quit in frustration. 

changed when royalties fron 
his inventions began to roll in. Astonishe 
by the amounts involved, TDK — the cc 
owner of the patents — invited him to re 
join the company as director of research 
Yamazaki declined, suggesting instead tha 
TDK should help him form his own com 


y. 

The result of these negotiations was thi 
establishment in 1980 of the Semiconducto 
Energy Laboratory with Yamazaki as it 
president. The company supports itself ir 
three ways: by doing contract research fo 
TDK and other companies, by sales of equip 
ment it has developed and by income fron 
patent royalties. 

Work at the company concentrates or 
several areas. They include thin-film 
diamonds, ceramic superconductors anc 
amorphous silicon solar cells. 

Thus far, the independent laboratory 
has been very successful. Profit last yea: 
was #182 million, up from ¥120 million ir 
1988. Yamazaki expects profits this year tc 
rise by at least 30%. 

Such a performance, plus the opportun: 
ity to participate in challenging work, has 
made Yamazaki's company popular with 
young graduates. The company can now 
muster a workforce of 130 researchers, по! 
a few of them from top universities, with 
an average age of 25. 

Yamazaki jokes that if he had been ar 
American, his inventions would probably 
have made him a billionaire by now. In- 
stead, in keeping with the teachings of his 
mentor Yogoro Katoh, he says that he in- 
vests all the fruits of his past research tc 
sponsor new research. ш Bob Johnstone 
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raa mentality splinters Chinese 
I agree completely with Albert Yee’s con- 
. demnation [THE 5TH COLUMN, 8 Feb.] of the 

Scowcroft-Eagleburger mission to Peking 
== totally the wrong signal at any time. The 
- West is wrong always to treat China as a 
ecial case, in this instance as though 
` Chinese people were somehow 
55 deserving of democracy than the 
omanians. However, Yee's own analysis 
үе "behavioural characteristics of the 
-.. Chinese" is just another example of special 
2 case. treatment. 
. The relationship throughout history be- 
4 tween the Chinese people and their gov- 
ernment is remarkable not for its hostility 
Биё for how typical it is of the relationship 
= between governors and governed in an 
. agrarian community. Peasants (the word is 
= not used pejoratively) i in any society e 
-distrust the government; quite rightly, be- 
‘cause the governors by definition are not 
. peasants and look on the peasantry simply 
as a source of revenue. The relationship be- 
tween governors and governed in China is 
little different from that in any other pre- 
industrial society. 

The real mistake that Western govern- 
ments (and individuals) make is to think of 
China as a post-industrial revolution so- 
- ciety. Chinese industry is, in some fields, 
quite highly developed, but social attitudes 
are still largely those of an agrarian society 
(hence the failure, despite technical skill, to 
reap the expected benefits from expen- 
sively imported technology). 

It is the agrarian mentality in Chinese 
society that leads to the Chinese “incapacity 
to stay united long in a common cause.” 
The “pro-democracy movement mounted 

. . overseas" never had the shadow of a 
"promise": its languishing was predictable 
(and predicted) right from the start. 
Hongkong ALISON HARDIE 









. Conservation before quick profits 

The report Loggers unite to fight greens [18 

E Jan. ] gives a rather misleading view of the 
` position of the Worldwide Fund for Nature 











timber, nor do we expect that the 
g tropical forests (about half of 
at existed at the beginning of the cen- 
) will all be preserved intact. 

|^ However, less than 5% of tropical 
`. forests are protected in national parks and 
reserves and we are proposing that this be 
. increased to at least 10%. Whatever the fig- 
. ure is, much of the forest outside reserves 
. Will be used by man. 

.. For the sake of both conservation and 
~ sound economic development, it is impor- 
` tant that those areas set aside for timber 
roduction be used оу. In essence, 







WWE has not called for a boycott of 


this means that they should be managed 
for the long-term extraction of all their val- 
uable products and not just for short-term 
timber profits. 

Unfortunately, sustainable management 
is something of an “endangered species.” 
A recent review by the International Tropi- 
cal Timber Organisation has shown that 
less than 1% of tropical forests are managed 
in this way. Conservationists have propos- 
ed schemes whereby timber from the few 


sustainably managed areas can be iden- 


tified in the market, allowing “green con- 
sumers” to pay a higher price for it. If better 
management is thus rewarded, there is an 
incentive to improve practices. 

At present, Asian and other exporters 
get a poor financial return for exploiting 
their forests unsustainably. The main bene- 
ficiaries are timber traders (who can “buy 
low and sell high") and consumers. The 
situation of timber is similar to that of most 
other commodities produced by tropical 
countries in this respect. The losers are the 
countries themselves; for example Thai- 
land which has had to ban commercial log- 
ging after catastrophic floods killed hun- 
dreds in 1988. Other Asean countries will 
be in a similar situation soon unless things 
change. 

WWF believes that consumers should 
pay more for their timber and the addi- 
tional funds should be used to maintain 
forests and improve management. Deve- 
lopment aid funds should also be used for 
this purpose on a much larger scale than at 
present. 

Under these circumstances, conser- 
vationists view the Asean anti-boycott cam- 
paign, to which you refer, as misjudged 
and not in the long-term interest of the 
countries concerned. It would be much bet- 
ter if timber producers and conservationists 
worked together to improve forest manage- 
ment as is beginning to happen in some 
parts of Latin America. GORDON SHEPHERD, 

CHRISTOPHER ELLIOTT 
Gland, Switzerland Worldwide Fund for Nature 





Punjab puts Pakistan first 
Writing about the Wular barrage [21 Dec. 
'89] correspondent Salamat Ali said the Is- 
lamic Democratic Alliance (IDA) govern- 
ment in Punjab was pressing for arbitration 
on the matter. This is not so. The IDA main- 
tains that there is no need for arbitration be- 
cause Pakistan has exclusive rights on the 
Jhelum river under the Indus basin treaty. 
The IDA wants the Pakistan Government to 
press this right instead of accepting a settle- 
ment with India contrary to Pakistan's in- 
terests. 

On relations between the Pakistan 


People's Party government and the IDA 
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through a vote of no-cor 
1989, un чы the 


ment is nbs ryin “tC 
tion and. its polices are not 
“defiance” of federal authority. oe 
Both the Bank of Punjab and 
posed Independent Television Punja 
sanctioned by the constitution. The fedei 
government's attempts to block these pr 
jects is a reflection of its disregard for the 
constitutional distribution of powers. 
It is incorrect to claim that Sharif's letter 
to the president asking for his constitutional 
intervention amounts to “a de-facto call for 
imposition of martial law and suppression 
of the constitutional rule." How can an ap- 
peal for the exercise of constitutional au- 
thority amount to an undermining of t 
constitution's supremacy? BS 
Incidently, the Punjab. goverment as 
not hired any public relations firm in th 
US, nor have state funds been used for ad 
vertisement campaigns against the fed 
government, ү. 
Your correspondent has probably жеп 
confused by the reported hiring of a lob 
ing firm by a group of Pakistanis living in 
the US. This group, called IJI of Nortt 
America, supports the IDA, but is not part 
of the provincial government's apparatus. 


Special Assistant to. 
Chief Minister, Рип 


Emigration across the Causeway eos 


Zheng Chi-hung [LETTERS, 18 Jan.], whe 


appears to have deliberately mist 
derstood my letter [28 Dec. '89], typifi 
selfish thinking of Hongkong. peopl 
expect to be welcomed all over th 
while they themselves fiercely shoo 
Vietnamese boat tiae from their S 


in E then the suns nly b onf 
greater.” By this theory, invi 
Chinese from e to we 
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deportation. and | 
` even attempted 











cei ing end of. 


ee genocide. But since 








“Aepislation was dropped in then mid-1970s, | 


_ | -the Chinese-Filipinos had been quietly - | Singapore : ISA Detainee 


The High Court dismisses a E 



















` . building a now mighty business power Waitangi Day protesters (28) 
- base to rival, or even replace, Spanish- | corpus plea by an БА detainee 23 
. mestizo and indigenous Filipino business. Regional Affairs Malaysia : Labour Unrest 





. The community has now out-grown its 
. roots in retailing and commodities trading 
0 win effective control in many sectors of 


A three-day strike by piedi workers 
centred on the: industry's ру 
wage structure. 24 . 


Thailand : Politics 
Prime Minister Chatichai’s administration 


the Philippines economy. And their 








































c into the Philippines is made through 


- has close historical, and linguistic, ties 
with Taiwan. Manila correspondent 

. Rigoberto Tiglao charts the extent 

. of Chinese-Filipino economic power 

_ and assesses the political impact on 
.this unstable country. The cover 
illustration shows Chinese business 


now emotional home for: many of the 
| Philippines’ tycoons. 68 
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Private Customs 


recommendations soon. Under the 





tariff values and formulate policies 


for field-level operations. A Swiss firm, 


| power in the economy is growing, since 
. much of the foreign investment coming 


Ње Chinese-Filipino community, which 


. Setting out from the arch of Binondo — 
- Manila's traditional Chinese district and 


Cover illustration by Napier Dunn. 


‘The Bangladesh Government is seriously 
considering privatising customs collections 
to help foreign investment flows into the 
country. The National Board of Revenue 
and the state-owned Bangladesh Bank are 
currently studying various aspects of the 
proposal and are expected to finalise their 


proposal, the government will determine 


relating to customs and a private sector 
ompany would be given the responsibility 


Société 5 Générale de Surveillance — which 
out a similar contract in Indonesia 
cely to be appointed to carry out 


faces a political crisis which is expected to 
lead to a major cabinet reshuffle 10 


Indonesia : East Timor 

A recent student demonstration raises 
fears that unrest is increasing in the 
forcibly annexed former Portuguese 
territory 11 


Japan : Elections 

Political parties nominate fewer-than- 
expected female candidates for the 
upcoming parliamentary elections 12 


Foreign Relations : US-China 

Despite recent setbacks, mainly due to 
congressional moves and human-rights 
concerns, the US hopes its ties with China 
will not deteriorate further 42 


field-level operations under terms and 
conditions now being formulated. 


Transport Training 

The Burmese army has sent 10 of its 
captains to Malaysia for training on how 
to handle C130 transport aircraft. The 
puzzling factor is that Burma currently 
does not have any of the transports, 
leading intelligence sources to speculate 
that it is planning to acquire some. 
However, the US-made aircraft would 
have to be bought from Malaysia, 
Singapore or one of the other countries 
which have maintained relations with 
Burma since the US cut off aid and halted 
arms sales following the military takeover 
in September 1988. The training 
programme in Malaysia is said to be the 
outcome of a visit to Burma on 7 
December 1989 by the chief of the 
Malaysian air force, Lieut-Gen. Tan Sri 
Mohamed Ngah Said. 
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Pakistan : Punjab T 
Mobs in Pakistan's biggest province 
protest at. illegal police actions 24 


Pakistan : Corruption 

An arms scandal revealed in London 
alleges that the former regime teaped 
massive kickbacks 26 


Cambodia: Border Camps _ ines 
The Khmer Rouge forcibly moves border 
camp dwellers into areas they hold in 
Cambodia 27 


New Zealand : Politics bus 
Prime Minister Palmer's Labour S 
government is set to nh a вода! 


reform programme | 26 


Technology Transfer 

A retired British diplomat has got around 
the complex rules restricting export of 
technology to communist states by using 
a Norwegian Saturn-T satellite dish earth _ 
station to provide Cambodia with its first E 
international direct-dialling... 
communications link. John Pedler, а 

director of the Cambodia Trust and a an 
Oxfam consultant, who was first t posted 
to the British Embassy in Phnom Penh in 
1956, contacted the government of 
Premier Hun Sen a year ago and 

proposed the communications system to 
help the politically isolated regime 
promote dialogue with the West. Pedler 
obtained funding for the US$38,000 
equipment from donors, including 
Cambodia Trust director Roland Joffe 
(director of the film Killing Fields) and the 
Jewish Society. Although Pedler was 
forced to rule out using US technology 
because of technology-transfer . 
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' ж. Korea 





_ The ps do calls for i increasing defence. 
T [сачын ne seoul 32 2 


| lines ha ing 
wnership and marketing links with 
.. those outside the region to meet the 
. challenge from the US mega-carriers 
_ and major European airlines, while the 
. myth of deregulation is shown up by 

. continued US апа European 
(m rotectionism 37 | 












Arts s and Society 


Philippines : Health | | 
А look inside the aichipelago's public | 
` asylums reveals the mentally ill living - 

_ behind bars, often abandoned by then 

_ relatives. Since 1986, the Aquino 

` administration has tried, with only 

. limited success, to ptt conditions 58 
| terim from Lombok $8 | 


restrictions, he discovered he could buy 
from non-American companies. The 
system provides direct-dial telephone, 
telex and fax transmission, by enabling 
the country to access the International 
Maritime Satellite system. 


E: Tipped to Rise 


E bassador to 









шу жїл ог 

` director of the CIA. 
` Lilley, who was СА 

` station chief in China 

while George Bush 

`. was the chief of the 
= first US liaison mission, is a close 
< confidant of the president. He was one 
оғ the handful of officials involved 
іп planning National Security Adviser 


Lilley. 





5. e China : Aviation 
.. China's airlines are ordering more new 


Business Affairs 


'rcial banks have the government | 
k k for their recent profits 62 


aircraft, despite flying fewer passengers 


. since the Peking massacre 64 


: Asean: : industry 
Japanese carmakers are forcing the pace 


of the industrial integration of Asean 67 


Philippines : : Economies 

The burgeoning power of the Chinese- 
Filipino community is now crucial to the 
economy 68 

Class of taipans 70 

The race to the top 70 


E Japan : : investment 


Japan wants to know a great deal more 


about Eastern Europe before its 


`; industrialists invest heavily 73 


.. Indonesia : Companies 
-The Lippo Group, headed by Mochtar 
«Riady, 


is going flat out for growth in the 


new y] liberated financial sector 79 
` Malaysia : Commodities 


ҥн AXI 


^A plantation workers' strike does not 


arrest the 18-month rubber price slump 81 


Brent Scowcroft's secret trip to China 
in July 1989 — a visit that was unknown 
to all other State Department officials 
except Secretary of State James Baker. 


Firming up Sales 

Deng Xiaoping’s son-in-law He Ping, 
who has been a key official in charge of 
export of Chinese arms as well as 
technology acquisitions, made a quiet 
visit to Bangkok in late January. Apart 
from ensuring that the Thais do not 
change their Chinese arms purchase 
plans, He’s mission was thought to have 
included discussions about possible 
future arms shipments to the Cambodian 
resistance’s Khmer Rouge faction. 


Election Anxieties 

Japan’s ruling Liberal Democratic Party 
has asked one of the country’s major daily 
newspapers not to publish the results of a 
survey which shows that it might win 280 


- Singapore political detainee Teo Soh Lung 
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seats in the 512-seat lower house in the 18 
February general election. The party is. 
said to be worried that supporters might. 
relax their efforts to win votes if they are 
given the impression that the party is 
already home and dry. 


Coup Consciousness 
The government of Thai Prime Minister 
Chatichai Choonhavan is believed to be: 
reconsidering a plan to appoint former 
coup leader Manoon Roopkachorn as à 
senior aide to the prime minister. | 

Manoon, who led two unsuccessful — . 
coups in April 1981 and September 1985, 
has just been promoted from army 
colonel to major-general. But the proposal 
to make him a key official in the Defer 
Ministry reporting directly to the ministe 
— à portfolio concurrently held by d 
Chatichai — has received unfax le 
publicity which may cause the pri е. 
minister to back down on the « off 




















































litical Seana are mounting for 
the government of Thai Prime 
Minister Chatichai Choonhavan, 
and observers here are expecting 
changes in the administration 
within the next two months, perhaps even 
earlier. Most speculation about the reasons 
or a possible political shake-up centres on 
the ambition of powerful army commander 
Gen. Chaovalit Yongchaiyut. 
.. Since late January, the government has 
been shaken by two politically damaging 
events: a costly four-day strike by workers 
at Bangkok port, the lifeblood of Thailand's 
booming external trade; and a logging scan- 
dal that has escalated into a major crisis for 
ne of the government's leading coalition 
arties and, by implication, for Chatichai's 
_ entire administration. Whether by 
_ design or chance, both cases could 
play into the hands of Chaovalit and 
s widely reported plan to leave the 
i itary in April and become a key 
player in civilian politics. 
< The crisis has reached such pro- 
portions that political pundits are 
_ predicting either a major cabinet re- 
_ shuffle, a new format in the ruling 
six-party coalition or the playing of a 
final Chatichai card — dissolution of 
. parliament when it reconvenes in 
ay, followed by a snap general 
election. If Chatichai called a fresh 
ction, he might not be returned 
prime minister and he wants 
ю serve out his current term until 1992. 
Compounding Chatichai’s problems is 
the fact that serious divisions are emerging 
within his Chart Thai party which, with 96 
parliamentary seats, is the dominant party 
in the coalition. He has already alienated 
; brother-in-law, Pramarn Andireksarn, 
iom. he moved from the powerful posi- 
n. of interior minister to the lesser 
folio of industry in early January. This 
done on the pretext that Pramarn had 
xut in his conflict with Bangkok Gover- 
amlong Srimuang, who was re- 
0 that ‘post in a 7 January election 
| huge majority. 
Vhile Pramarn can probably count on a 
t Thai faction of 15 MPs, his large body 
ides can cause trouble for the prime 
nister and his coterie of young policy ad- 
who are coming under a а мене 
n for alleged 
















| ratichai faces growing challenge to his leadership 


'high-handedness and 


ineptitude. At the same time, there is a po- 
tential rift developing between Chatichai 
and his finance minister, Pramual 
Sabhavasu, whose Chart Thai faction is es- 
timated at 25-30 MPs. The first signs of dif- 
ferences between the two emerged in Janu- 
ary, when Pramual refused to raise the 
lending rate ceiling to curb inflation. 

The only senior Chart Thai minister 
whose loyalty Chatichai can currently 
count on is Interior Minister Banharn 
Silapa-archa, who took over from Pramarn. 
Banharn, a wealthy businessman who is 
one of the party’s chief financiers, is 
thought to control 40 party MPs. 

So Chatichai, despite his record of pre- 
siding over Thailand’s continuing economic 
boom, is іп a weakened position to face any 
challenge from Chaovalit. The army com- 
mander, who has long said he would step 
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Chatichai: Chaovalit: confrontation scenario. 


down from the military before his sche- 
duled retirement in 1992, is believed to be 
planning to enter politics in April. 

If Chaovalit does indeed intend to im- 
plement this plan, the port strike is a politi- 
cal feather in his cap. The army command- 
er was the hero of the hour when, after 
Chatichai's negotiatiors had failed to break 
the impasse over the port unions' protest 
at privatisation plans, he and his fellow mi- 
litary commanders stepped in and per- 
suaded union leaders to abandon their 
strike and return to the negotiating table. 

Chaovalit denied any military hand in 
causing the strike: "We are always accused 
of instigating labour unrest every time there 
is this kind of problem," he said. But at the 
same time, he claimed that if he and his fel- 


low officers had been in Bangkok at the 
time the strike was called "it would never 
| have happened.” 
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Suspicions that certain elements in the 
military were involved in labour unrest — 
presumably with a view to keeping the 
government off-balance — were strengthen- 
ed by a statement by armed forces chief-of- 
staff Gen. Sunthorn Kongsompong, who is 
dose to Chaovalit, that the government 
should expect further industrial action 
among state enterprise unions protesting 
the government's privatisation. program- 
me. The remark prompted a wry comment 
from elder statesman and former prime 
minister Kukrit Pramoj that the general was _ 
clever to know in advance of more trouble 
from the unions. 

The port strike was injected into the po- 
litical situation when the government was 
grappling with a scandal involving alleged 
forest encroachment by a company headed 
by a business tycoon with close govern- 
, ment connections. In late January, a 
police team, led by assistant police 
director Lieut-Gen. Prathin Santip- 
rapob, raided a reforestation area in 
the eastern province of Chachoeng- 
sao and arrested 156 workers of 
Suan Kitti Reforestation Co. 

The company is a subsidiary of 
the Soon Hua Seng agro-industrial 
conglomerate headed by Kitti Dam- | 
nernchanvanit, a senator and eco- 
nomic adviser to Chatichai. In sub- 
sequent raids by Prathin, further al- 
leged evidence emerged that Suan 
Kitti was illegally encroaching on 
large tracts of forestland in other 

eastern provinces, felling trees and — 
planting eucalyptus trees eventually to pro- — 
vide wood pulp for the conglomerate's р | 
posed paper mill. 


hile E TEENS in 


problem for many years, the 

Suan Kitti affair quickly gained - 
the dimensions of a major scandal because 
of Kitti's political status. Accusations were 
bandied around, not just by opposition par- 
ties but by individuals in the ruling coali- 
tion, and Agriculture Minister Sanan | 
Khachornprasart and his Democrat Party 
found themselves. under siege. Sanan, who 
ironically masterminded a nationwide log- 
ging ban in January 1989, ‘was accused of 
favouring Kitti in the gran ting of reforesta- 
tion permits because Kitti was close to the 











Democrats and there’ were. calis for the 
ministers s resignation. - 






Thailand has been a national © 


ыз КҮ defended ‘himself бу: saying x that 
` while his company may have jumped the 
вип by going ahead with reforestation of 
` denuded forestland before receiving an offi- 
. cial permit, his overall pr gramme — of 
Baht 20 billion (US$781.2 million) to plant 
eucalyptus trees on 64,000 ha nationwide 
— could. benefit the 2 country 
red army major-general, 
senior party colleagues 







Sanan, a. ret 
was. backed b: 


: the Democrat banner, ‘there was no party 

< label on his appointment as a senator. He is 

. understood to have contributed funds to 

. several political parties, not just the Demo- 
crats. 

Many leading Democrats, therefore, be- 
lieve that the Suan Kitti affair was politically 

exploited by, as one senior Democrat put it, 
"certain powerful interests . . . someone is 
using this as a prelude for his entry into 
politics." That could be interpreted as a ref- 

„erence to Chaovalit, though there is as yet 

no evidence. 

Whatever: the political foie involved, 
the campaign to. discredit the Democrats 
may well reap dividends for those wanting 
to destabilise the Chatichai administration. 
The party, the country's oldest having been 
founded in 1946, has produced three prime 
ministers and is generally regarded as the 

-least money-oriented, most democratically 
inclined in the ruling coalition. Democrat 

leader Bhichai Rattakul resigned as deputy 

prime minister in early January after argu- 
ing with his coalition partners on a matter 
of principle, and if Sanan is eventually 
forced to resign the party would be under 

_ greater pressure to withdraw from the coal- 
ition, with its 48 MPs. 

One political scenario has it that the op- 
position Prachakorn Thai party, headed by 
maverick politician Samak Sundaravej, 
might be invited into the coaltion, with its 

` 31 MPs, along with a smaller opposition 
party, headed by former army commander 

Gen. Arthit Kamlang-ek. This would keep 
. the coalition’s parliamentary majority intact 
| after the departure of the Democrats. 

- Another, perhaps more plausible 
cenario is that Chaovalit will burst upon 
cal landscape at the head of a new 
: "upsetting all other political calcula- 
x ons. Sources say Chaovalit has kept reg- 
ular contact with a number of parties and 
he may be counting on Pramual's Chart 
- Thai faction, a number of opposition Soli- 
.. darity Party MPs, demoralised Democrats 
. and elements within the Social Action 
_ Party, another coalition party, to give him 
ап instant, substantial parliamentary base. 
- In any event, the Chatichai administration 
`. is facing the most fluid political situation in 
“rits 18 months in power. a 











INDONESIA 


Demonstration reflects unrest in East Tumor 


Provincial protest | 


By Michael Vatikiotis i in Jakarta 


۸ demonstration on 17 January by 


some 150 students in East Timor 

during a visit by US Ambassador to 
Indonesia John Могуо, has left diplomatic 
observers with the impression that unrest 
in the former Portuguese territory still 
abounds and may be on the increase. What 
is unclear is how much of this is genuinely 
felt by Timorese who were too young to 
experience the trauma of integration with 
Indonesia in 1976, and how much has 
been revived in the course of changing In- 
donesian approaches to governing the terri- 
tory. 

In the aftermath of the demonstration 
and the two days of unrest which followed 
in the provincial capital Dili, analysts are 
pondering how Jakarta will cope with a 
situation described by those who have vis- 
ited the province recently as "increasingly 
militant." 

East Timor was declared an open pro- 
vince in January 1989. This involved lifting 
travel restrictions in and out of the province 
and the proposed eventual transfer of mili- 
tary authority from a special command to 
the regional military command based in 
Bali. The hope was that the changes, now 
at a transitional stage, would improve both 
the situation in East Timor and dilute criti- 
cism of Indonesia overseas. For some in 
East Timor, these hopes have been dashed 
by the recent demonstration. 

Observers point to the heavy-handed 
manner in which the protest was dispersed 
by the police, resulting in several serious in- 
juries. At one point soldiers entered the 
premises of the International Committee of 
the Red Cross in Dili in pursuit of dem- 
onstrators. The organisation has strongly 
protested the violation of its neutrality, but 
military sources in Jakarta said the incident 
was not serious enough to warrant the pro- 
test. 

The authorities had prior knowledge of 
the students' plans to demonstrate and East 
Timor Governor Mario Carascalao is said to 
be concerned that allowing the demonstra- 
tion to go ahead and then dispersing it with 
violence amounted to a provocation by the 
security forces which may result in further 
unrest. 

Diplomats who follow developments in 
East Timor are puzzled by the latest turn of 
affairs. They said that the opening up and 
attendant military changes have resulted in 
improved access to prisoners by the Red 
Cross and new moves to negotiate 

























































with remnants of the sepa 
guerillas in the hills. Negotiations w 
ken off with Fretilin in 1983 but. 
moves, spearheaded by the internatio 
minded baud of Strategic and 





be under way. “Кеп in itself, sour : 
now split into three separate groups, i 
lated from each other by the military's s con 
trol of the countryside, making a uni 
leadership almost impossible, 
There are those who argue that Fretilin’ 
isolation and splintered leadership has rer 
dered them marginal to the problem 
pacifying East Timor. Military sources sa 
the youthful protesters demanding respe 
for human rights and self-determination К 
the Timorese are "angry and disillusione 
young men who are being promoted by 
politicians from the old era" — a reference. 
to the political divisions bequeathed by 
last years of Portuguese rule when those 
and against integration with Indonesia 
were pitted against one another i in a bitte r 
dvil war 
But the military also admits that со 
temporary social and economic problems 
are a root cause of disaffection in 
Timor. "The core issue is. unemployment, 
a Defence Ministry official told the REVIEV 
A recent report prepared by a rural studies: 
unit at Gajah Mada University in Jogya- 
karta warned that unrest in East Timor 
would continue unless jobs are found for 
the increasing number of educated Timor 
ese. The report's author, sociologist Loek- 
man Soetrisno, told a seminar in Janu 
that land disputes, resettlement and. 
mands for political openness, were amy 
factors which could worsen unrest in Ea 
Timor. 
Despite these warnings, and si 
unrest is already worse than before, th 
so far have been no indications of any 
turn to military rule in East Timor. ® 
have to regard East Timor i in the sai 
as any other province," said a 
source. "We shall therefore deal 
tional elements in the same way we d. 
other provinces — according to 
rulebook.” Even so, there are some 
suspect that East Timor remains Ney 
a coveted preserve of the military. 
senior staff officers have seen servic 
and it remains a convenient tr 
ground for the army. For this reasc 
well as the major internal securit 
army already plays throughout Ind 
it is unlikely that East Timers iem 
tion w оон E I 
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_ By Charles Smith in Tokyo 
Ithough the result of Japan's lower 
A house election scheduled for 18 
52 February still looks wide open, it 
is already possible to spot one impor- 
tant group of losers — there will be 
| few women in the newly elected parlia- 
ment as the leading parties have largely 
. failed to nominate women as candi- 
dates. 
. This marks a striking contrast 
with the 1989 election to the upper 
| house, when the Japan Socialist 
.. Party (Js) cashed in on female oppo- 
sition to the government by spon- 
 soring a large number of women 
_ candidates, particularly in the so- 
called proportional representation 
constituency, where the party's cen- 
tral committee has the final say in 
. deciding nominations. 
The JSP ran a total of seven 
women out of 25 candidates for the 
proportional representation consti- 
tuency in the upper house poll and 
saw six of them elected, while nine 
out of 48 ]5Р candidates in local 





_ Few women candidates selected for coming polls 


Officeless ladies 


constituencies were women. For the 18 
Feburary poll — despite pressure from 
chairwoman Takako Doi — the party has 
managed to come up with a mere eight 
women among its 148 officially sponsored 
candidates. The ruling Liberal Democratic 
Party (LDP) has 325 candidates for the 512- 
seat lower house, none of whom is a 
woman. 
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Doi іп the male world of Japanese electioneering. 
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The failure of women to follow up on 
the gains they made at last summer's elec- 
tion may partly reflect the fact that women 
are less angry with the government than 
they were eight months ago. Issues such as 
the imposition of an unpopular 3% con- 
sumption tax and the sexual antics of 
former prime minister Sousuke Uno have 
faded from the headlines, though the tax 
issue continues to rankle. 

However, both the JsP and the Japan 
Communist Party (JCP) — which is fielding 
the largest number of female candidates — 
claim institutional factors have also blocked 
the advance of female politicians. Accord- 
ing to Yoshitomo Sakai, head of the )5Р elec- 
tion management office, the socialists ori- 
ginally planned to run one female candi- 

date in addition to a "sitting" male 
Î candidate in around 40 of the four- 

seat lower house constituencies 

where the party seemed to have a 

good chance of increasing its 

strength from one to two. 


hat it did not do so reflected 

| the reluctance of local JSP 
chapters — who actually 

select candidates — to rock the 
boat by doing anything that might 
split the vote for incumbent candi- 
dates. The JsP's central office man- 
aged to overrule local opposition 
in a few crucial places — such as 
Tokyo's No. 11 constituency where 
the chances of a jsP landslide look- 


ed particularly good — but in the 
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` By Susumu Awanohara in Washington 
fter an eventful few weeks, US 
E policymakers believe that they have 
3 driven home their disapproval of Pe- 
king's suppression of the democracy move- 
. ment and that US-China relations have de- 
| teriorated to a point beyond which they 
_ would not like to take them. The Chinese, 
however, continue to react angrily to some 
of the latest points the US has made, and 
. have yet to respond to others which have 
g ly further infuriated them. China 
specialists here are watching how Peking 
dem respond to the US moves — and to de- 
. velopments in Eastern Europe — at next 
month's session of the National People's 
Congress (МРС). 

Late last month, President George Bush 
went to great lengths to prevent the US 
Congress from overriding his veto of a bill 













which would have barred deportation of 
Chinese students once their US visas ex- 
pired. Bush had earlier issued an executive 
order enshrining the same principle and in- 
sisted that control of foreign policy must 
remain a presidential prerogative. In the 
event, the US House of Representatives 
voted overwhelmingly for an override, but 
on 25 January the Senate voted narrowly to 
uphold Bush's veto. Bush only won be- 
cause his appeal to Senate Republicans for 
party loyalty was successful, not because 
his conciliatory China policy had suddenly 
gained support. 

To underline this point, on 31 January, 
the Senate followed the House in voting 
98:0 in favour of a bill codifying sanctions 
against China's repressive policies, which 
for technical reasons had not been enacted 
after being introduced last summer. The 
congressional move was largely symbolic 
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since some of the sanctions, imposed by 
executive order in June, have already been 
lifted and the new law gives Bush discre- 
tion to waive others if it is in the US interest 
to do so. But after the previous week's de- 
feat, Congress needed to make a point. The 
bill is expected to become law, without a 
presidential veto. 

The Chinese responded with an attack 
on the US administration and Congress. 
Peking's protest was lodged by Vice- 
Foreign Minister Liu Huaging at a meeting 
with US Ambassador James Lilley. Liu said 
he had been instructed to "express our ut- 
most indignation and lodge a strong pro- 
test" against the “hegemonist act of the US 
Congress, which, basing its legislation on 
rumours, has wilfully trampled on the basic 
norms governing international relations 
and wantonly interfered in China's internal 
affairs." Liu went on to say that the US was 
harming its own interests by formalising 
the China sanctions and that the US Gov- 
ernment “has an unshirkable responsibility 
for the unbridled anti-China wave stirred 
up by the US Congress.” 

" Neverthelese the Bush administration 
seemed eager to continue demonstrating 
that it had not gone soft on Peking. The 
State Department's annual human-rights 
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“with ‘the local “chapters Sakai 
_ says. 
— . In contrast to the JSP and the JCP, 
the LDP claims to be unconcerned 
about increasing the ratio of women 


among its MPs. A spokesman from 
кү office Ф 








олу The 
to adopt any 
didates accordingly 
ts the low quality of applicants, 
- rather than any bias on the part of 
- officials, the spokesmen said. Never- 
theless, the LDP's official indifference 
` to the “woman question” may mask 
the fact that its local chapters. are 
even more male-oriented than those 
of the socialist and communist parties. 
Prefectural chapters are not the only 
problem for aspirant women candidates. 
Unlike the jsp, which had a minimal pro- 
. portion of female party members until Doi 
took over as chairwoman three years ago, 
-the LDP boasts a substantial female mem- 
bership, with women accounting for 36% 
of all paid-up cardholders. 

5 However, this impression of female in- 
“< fluence changes sharply at the level of sup- 
рої groups and fund-raising organisations, 
where power is mainly in the hands of 
“men. LDP support organisations, such as 
Мокуо (the National Federation of Agricul- 
tural Cooperatives) and the various associa- 


. report presented to Congress on 31 January 
contained an uncharacteristically sharp in- 
dictment of China's severe and pervasive 
violations of such rights. The report was 
-immediately leaked to the media — well 
- ahead of its official 21 February publication 
- date — and was said to document in great 
. detail how “the human-rights climate in 
` China deteriorated dramatically" last year. 
A similarly comprehensive and sharp in- 
.. dictment of China's record by human rights 

group Asia Watch is also circulating in 
Washington. Deputy Secretary of State 
. Lawrence Eagleburger is expected to be 
-asked about these documents at congres- 
< sional hearings later this month. 












February Bush nullified the sale 
of a US company that manufactures 
97 4 aicraft parts to a military-related 
ар cy of the. Chinese Government. In 
< doing so he re: sorted for the first time to a 

rovision in 1 the 1988 Trade Act that allows 
< him to bar foreign investments on national 
.. Security grounds. Bush voided the 1988 sale 
` of the company, Mamco Manufacturing of 
`` Seattle, to China National Aero-Technology 
трон and Export Corp., on the unani- 
mous recommendation of an eight-agency 
task fore. 














tions that represent retail and wholesale 
distributors, are also predominantly man- 
aged by men. This belies the importance of 
women workers in both sectors, particu- 
larly in agriculture, where women have 
tended to take over management of farms 
in order to allow male family members to 


work in factories. 


n contrast with the LDP, both the JSP 

and the JCP seem to have made efforts 

to develop links with support organisa- 
tions in which women are influential. But 
the choice of such organisations is limited, 
according to Yoshio Shiraishi, the Jcp’s di- 
rector of campaign strategy. 


The task force apparently found that the 
company was involved with sensitive 
materials that could have military applica- 
tions. Bush has stated that the decision was 
made on the merits of the case and had no 
relation to general US-China relations, but 
the administration knows that Peking will 
consider it as a negative signal. 

Peking has not yet responded to these 
two latest administration moves, and ob- 
servers expect that the authorities there will 
wait until the formal publication of the State 
Department's human rights report before 
hitting back with further "utmost indigna- 
tion." 

To balance the negative feelings, the 
Bush administration has meanwhile con- 
tinued to send conciliatory signals to the 
Chinese. Secretary of State James Baker 
omitted reading out a critical statement on 
China in his Senate testimony on 1 Feb- 
ruary, and the following day the US Ex- 
port-Import Bank granted а US$10 million 
loan to China's National Offshore Oil Corp. 
— the first loan since Bush removed restric- 
tions on Ex-Im loans late last year. 

Specialists are watching how far the 
Chinese will go in risking further deteriora- 
tion of Sino-US ties, which could jeopardise 
their access to Western and Japanese capital 





that Shiraishi believ 
largely dees 






an influential role, ür 
ties with bot ће рапа js b 
cooperative | movements invo 
ment in campaigns against- ud 
power and environmental issues h 
led to attempts by the LDP to curta 
its privileges as a retailing огр; 
tion. One measure under stud 
within the LDP would limits sales 
cooperative stores to paid-up members of 
the cooperative movement. 
The failure of women to make an impact 
on Japan's national politics, either as MPs 
or through political organisations, is in 
striking contrast to the role of women as 
voters in national elections. The national 
electoral roll contains more women than 
men — 46.6 million women against 43.9 
million men. Women are also more likely to 
vote, judging by figures which show 65.6? 
df eligible women voted in the July 198 
election, against 64.4% for men — whic 
should give the opposition an advan é 
whether they merit it or not. s 





































































and technology, and which would wok 
against Peking's strategic desire to check 
the growing power and influence of Japan. 
Peking's attack on the US administration 
aroused considerable resentment among 
Washington officials, who feel they have 
taken a great beating by domestic critics | 

save the relationship. “It was intempera 
and offensive,” one US official said H 
ever he added that Peking h has | 


officials have also taken note of rece 4 
ciliatory remarks by Chinese: P m 
Peng. n 

US officials are also aware 
leaders have another, mo 
concern than foreign criticisr 
human rights record. The im 

psychological pressure comes from sw 
the leadership in Peking must view as 
folly that transformed the com 
world from its seemingly unassailable F 
ition in June 1989 into the present 
mented, chaotic and volatile colle 
shattered economies. Avoiding t 
will determine the actions of | 
ers, and it is unlikely they 
tation with the US — with 
holding most of the cards — as « 
will ultimately serve this purpose. 

















ido-Pak tension increases 
as Kashmir violence flares 
Three people, including a 12-year-old 
boy, were killed and 17 wounded when 
thousands of angry Pakistanis tried to 
ross into Indian-controlled Kashmir, local 
Pakistani officials said on 6 February. The 
deaths occurred after Indian border guards 
ied fire on а crowd which crossed а 
re line dividing the disputed 
erritory and tore down an Indian flag. The 
ncident was the most serious along the 
400-km. demarcation line since a Muslim 
rising in Indian Kashmir flared into 
_ widespread violence last month. Tension 
-between the two nations has increased 
following the shootings, which came as 
Pakistan observed a national strike in 
support of the uprising. 





- Taiwanese opposition puts 

_ pressure on centre 

_ » The newly elected commissioner of 

_ Pingtung county in southern Taiwan, Su 
.... Cheng-chang, on 6 February cut off power 
* supplies to wells used by the central 

- government to supply water to the 

.. centrally administered city of Kaohsiung. 

. The commissioner was one of seven * 
_ Opposition candidates who came to power 
_ dn island-wide elections in December 1989, 
. when the ruling Kuomintang (KMT) 

. Suffered a major poll setback. Su 

. threatened to continue the suspension 

.. until the KvT-controlled water authority 

_ paid the county for water rights. 




















South Korea plans consular 
mission to China 

» The South Korean Foreign Ministry 
plans to send a consular mission to China 
n September to handle a large number of 
South Korean tourists visiting Peking for 
the Asian Games, officials here said on 4 
February. While that would improve the 
chances of opening diplomatic relations, 
liplomats from the two sides have 
sumed official contacts in Hongkong and 
where following a chill resulting from 
: 4 June crackdown on China's 
o-democracy movement. 


1donesia to review former 
ymmunists’ voting rights 

he Indonesian Government is to 

new a 1985 policy allowing former 
mmunist party detainees the right to 
te in national elections. Most former 
mbers of the now banned Communist 
Party of Indonesia were allowed to vote in 
the 1987 election. Only 40,000 former 
detainees released in the. m 19708 were 














denied voting rights. The next élections are 


scheduled for 1992, but the chief of 
Indonesia's National Defence Institute, 
Maj.-Gen. Sukarto, has welcomed 
plans to reassess the strength of the 
communist threat, which he claims still 
exists despite developments in Eastern 
Europe. 


Indonesian student jailed for 
anti-government protest 

> An Indonesian student has been jailed 
for three years for taking part in a 
demonstration at the Bandung Institute of 
Technology in West Java. The student, one 
of five currently on trial in connection with 
the 5 August 1989 protest during a visit by 
Home Affairs Minister Rudini, was given a 
stiffer sentence than the two years asked 
for by the state prosecutor. Sources 
speculate that 22-year-old Arnold Purba, 
who was found guilty of subversion 
against the state, was given a longer 
sentence on account of his outspoken 
behaviour in court. 


__ Social indicators _ 


Maori protesters arrested 
during royal ceremony 

> Police said 13 people were arrested for 
minor offences during protests by a small 
group demanding more rights for the 
indigenous Maori people at the 150th 
anniversary commemoration in Waitangi 
of the treaty signed between British 
colonial officials and local leaders which led 
to the founding of modern New Zealand. 
But while the protest appeared to shake 
Britain’s Queen Elizabeth, who presided at 
the ceremony, spectators — many of them 
Maori — responded with applause for the 
monarch. In his formal address to the 
queen, the Maori Anglican Bishop of . 
Aotearoa, the Rt Rev. Whakahuihui |. 
Vercoe, complained that the Maori had - 
been marginalised. (See page 28) 
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Sihanouk says he intends 
to live in Cambodia 

> Cambodian 
resistance leader 
Prince Norodom 
Sihanouk on 7 
February left Peking 
to return to Cambodia 
in late February and 
take up residence in 
an area controlled by 
anti-government 
guerilla forces. 
Sihanouk, who resigned in late January as 
leader of a tripartite resistance coalition 
fighting the Vietnamese-installed 
government in Phnom Penh, said he 
would return to Cambodia following brief 
visits to Thailand and Singapore. 





Sihanouk. 


Burmese Army preparing major 
offensive against Kachin 

> The Burmese military authorities have 
mobilised 25 infantry battalions for what 
appears to be a major offensive against 
Kachin rebels in the far north of the 
country. Аз a ceasefire has been reached 
between Rangoon and forces of the former 
Communist Party of Burma, the 
government has been able to pull out large 
numbers of troops from Shan state and - 
re-deploy them to the northern battlefront. 
The troops include units from the 99th 
Light Infantry Division, which is normally 
based in northeastern Shan state. The 
northern command of the Burmese Army, 
based in the Kachin state capital of 
Myitkyina, is reported to have requested 
reinforcements from other parts of 

the country, and at least five more 
battalions are on their way, rebel sources 
say. 


Saudis t to ban Thai workers | 
after slaying of diplomats 


The Saudi Arabian Government. 0 - 
announced on 3 February that it would 
stop issuing visas to Thai workers after 
three Saudi diplomats were killed by 
gunmen in Bangkok two days' earlier. It 
also threatened to withdraw all its 
diplomats from Thailand. The Thai 
Government responded by sending 
Deputy Foreign Minister Prapas. 
Limpabandhu to Riyadh i іп ап attempt to 
ап = were аге more than gt 

























The problem with paradise, he thought as he made his 
way back to the plane, was that fax machines were a bit 
thin on the ground. And head office wouldn't appreciate 
a message in a bottle. “Take me to the Hilton." Some time 
later, duty done, he relaxed in the bar and watched the 
sun go down as he waited for his companions to join 
him for dinner. He'd made the right choice, no doubt 
about it. You too can be sure. There's no place like 
home. And when you're away, there's no place like the 
Hilton.^ For reservations at over 400 hotels, : 
call your travel agent, any Hilton hotel or 
Hilton Reservations Worldwide. 
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McC ANN-ERICKSON 


We can recommend the new 


Boeing 747-400. 


We helped to build it. 


J 


Lufthansa has a long tradition 
of never buying an aircraft “off 
the peg”. Hence, by investing 
some 20,000 man hours and 
implementing around 400 
improvements, our engineers 
have turned the new 747-400 
into a new, tailor-made 
Lufthansa 747-400. Thanks to 
aerodynamic improvements 
that we suggested, giving an 


increase in range, the new 
747-400's can fly virtually 
anywhere without the need for 
time-consuming refuelling 
stops. They are quieter and 
more environmentally friendly, 
too. However, we wouldn't be 
Lufthansa, if we only flew you 
faster and smoother to your 
destination. Naturally, we have 
also taken your well-being into 





account. In First Class, with 
electrically adjustable sleepers 
in the extended upper deck; 
in Business Class with extra 
wide seats and plenty of 
room to stretch out; and in the 
spacious and comfortable 
Economy Class. With such 
outstanding service, you'll find 
that we keep our promise to 
be excellent. 


Lufthansa 








ae Woo, », eager to push 
w political agenda fol- 
ag his January decision to merge 
p ; Yemocratic Justice Party (DJP) 
‘with two conservative opposition groups, 
will inaugurate the proposed Democratic 
Liberal Party (DLP) on 9 February, well 
ahead of a previously set deadline. 

His. decision to hasten the merger pro- 
cess comes amid growing concern over 
intra-party feuds, which are overtaking all 
three parties to be merged — the DIP, Kim 
Young Sam's Reunification Democratic 
Party (RDP) and Kim Jong Pis New: 
Democratic Republican Party. : 

Of the three, Kim Young Sam's 
RDP seems to be in the most seri- 
ous trouble in the closing days of 
its Ше as an independent politi- 
cal party. At least three party legis- 
lators, including its one-time vice- 
president Lee Ki Taek, have boycot- 
ted the merger and proclaimed their 
intention to go their own way by 
launching a new group. Such a 
group might also include indepen- 
dents opposed to Kim Young Sam 
and his archrival, Kim Dae Jung, 
whose own more liberal Party for 
Peace and Democracy has been iso- 
lated by the merger. 

But Roh and Kim Young Sam them- 
selves do not appear seriously affected by 
the intra-party rifts. They rule their parties 
with an iron hand and are expected, along 
with Kim Jong Pil, to manage the new 
DLP similarly, sharing top leadership posts 
among themselves. 

In the proposed DLP, Roh and the two 
Kims will form a troika at the top. The only 
question remaining now is how the new 
party's structure will accommodate second- 
ranking leaders, such as secretary-general, 
floor leader and policy chairman. Each 

-party is expected to take up just one of 
“these three posts. 
. Keen interest is also focusing on how 
the new party's platform will take shape 
and how it will affect Roh's commitment to 
democratic reform in general. There are al- 
-ready indications of what is to come. Meet- 
пр with the two Kims on 3 February, Roh 
agreed to free more political prisoners, 
amend laws which have come under oppo- 
"sition criticism and activate new tax laws 
сапа recent legislation pertaining to land 
| ownership and property-market specula- 
воп. 









al merger r marked by feuding 


A joint statement coming out of the 
meeting, which among other things prom- 


ised Sweeping changes in the country’s. 





al economic and social institu- 
tions, also pledged a tripling of South 
Korea's per capita income over the next 
10: years to US$15,000. "It reflects Presi- 
dent Roh’s conviction that we can achieve 
political development at the same time with 
economic development," a DLP promoter 
said. 

At the same time, the new party is ex- 
pected to emphasise improving relations 
with North Korea. While Roh remains com- 
mitted to his long-standing offer to visit 





Kim Young Sam and Roh: iron grip. 


Pyongyang for a one-on-one meeting with 
North Korean President Kim Il Sung, his 
partner Kim Young Sam is planning а 
March visit to Moscow in his own continu- 
ing quest for diplomatic relations with the 
Soviet Union. | 

At home, the Roh administration has 
honoured its pledge to improve the atmo- 
sphere of reconciliation among the coun- 
try's contending political forces by seeking 
a court order for the release of Lee Pu 
Yong, a major dissident figure serving а 
year's jail term on charges of planning an 
unauthorised meeting with North Korean 
officials to discuss the reunification issue. 
In addition, the court was expected to free 
Suh Sung, a Korean student from Japan 
serving a long sentence on charges of spy- 
ing for Pyongyang. 

At their 3 February meeting, Roh also 
accepted a suggestion from Kim Young 
Sam that the government drop an indict- 
ment of Kim Dae Jung, who is facing 
charges under the National Security Law. 
Kim was indicted in 1989 in connection 
with a clandestine trip to North Korea by 
one of his party's legislators. 
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Young Sam's intervention | on. ; hi “be 
with derision, saying, he thought the. £ 













sition leader insists s the 
to political persecution 
ledge of the legislator's 
On top of these concil 
and the two allied Kims a 
to the bigger issue of dem 
this year’s opening session О 
assembly on 20 February, the new D 
with its expected 220 seats in the 298-m« 
ber single-chamber house — is poised tc 
review several laws, including those. go 
erning the controversial activities of securi 
agents and the meting out of punishme 
for acts considered threatening to nation 
security. ae 
In the 3 February joint statement, th = 
three party leaders spoke vaguely of revis- 
ing the National Security Law in a “fo 
ward-looking” manner but offered no sp 
cifics, such as precisely which articles might _ 
be excised. Kim Dae Jung in particular: has 
criticised the law as being the main instru- - 
ment of political repression. 
The three leaders view other issues: — 
such as the need for the national police to | 
be politically neutral and for control over - 
excesses within the intelligence community: 
— with far less ambiguity. They. we 
mestly agreed that relevant laws should 
rewritten to remove undemocratic: pre 
sions, DLP promoters said. | 
Perhaps the most difficult challenge f. 
ing the new party will be its plans — as y 
undeclared officially — to revise the cou 
try’s constitution to allow a Westminster- 
style parliamentary system of government 
South: Korea's short experiment with a 
cabinet system ended after nine months. 
in 1961 during an army coup led by Park 
Chung Hee, who toppled then prime 
minister Chang Myon and installed himself 
as president. _ 
DLP organisers say Roh and the two. 
Kims believe public perceptions have. 
changed on the issue and, therefore, the 
constitution can be revised without too 
much difficulty. The present presidential 
election system is generally viewed as too 
costly and too divisive for a country: lik 
South Korea, which is plagued by regi 
animosities. The party may seek: 
amendment of the constitution 
1991, a year before the nations | 
election. gen 
Kim Dae Jung regards the еы 
tem as a threat to South Korean de 
and a ploy to shut him out of the next p 
sidential election. He sees the DLP 
petuating itself in office by rot. 
miership among different fact on 
just as Japan's Liberal Demoer: 
has done. Kim vows he 
amendment by all means, inchidin 
the issue to the streets. 
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Ву Tai Ming Cheung i in Hongkong - 


he Chinese authorities, concerned 
E i about the growing popularity of the 
country’s “underground” Vatican- 
orientated Roman Catholic Church, are 
cracking down on its members, with 
_ -church leaders reportedly arrested. In addi- 
__ tion, Peking is becoming increasingly suspi- 
_ dous of sections within the officially 
. sanctioned Catholic Patriotic Association 
(CPA) it believes are seeking closer ties with 
|. the Vatican. The CPA officially recognises 
. only the Chinese Communist Party's 
. leadership and is expected to maintain 
_ only perfunctory relations with 
Коте. More broadly, the 
-. dampdown — which also in- 
dudes other religious groups 
ı~ is seen by observers as pre- 
_ dating the crushing of the pro- 
. democracy movement, and re- 
flects more atavistic turmoil 
within the party and state. 
— At least nine bishops, and 
- 23. priests and laymen of the 
underground church were ar- 
rested in December 1989 and 
anuary 1990, the Hongkong- 
based Union of Catholic Asian 
News reported, quoting church 
ources in China. Most of the 
detainees were from Hebei 
and neighbouring Shaanxi 
‚ provinces in northern China, 
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where the underground church first took 
root and is most active. Arrests from the 
Baoding diocese in Hebei included: Fan 
Xueyan, the Vatican-appointed bishop of 
the diocese, Fr Liu Guandong, Fr Shi 
Wande and Fr Su Zhemin, and lay leader 
Wang Tongshang. Fan was said to have 
been taken on a "journey" by the police, 
while the others were simply arrested. 
Other bishops detained include Li Side 
of Tianjin, Guo Wenzhi of Qigihar in 
Heilongjiang, Zhang Liren of Hohhot in 
Inner Mongolia, Yang Libo of Lanzhou, Yu 
Chengti of Hanzhong in Shaanxi and Jesuit 
bishop Li Zhenrong of Xianxian in Hebei. 





Catholic nuns take their vows in Peking: deliver us from intolerance. 
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archy at some 5 bishops and 
more than 200 У priests out of the country's 
3.5 million-strong Catholic community. 

Some church sources say the arrests 
may be linked to a secret national confer- 
ence convened by underground bishops in 
late 1989. Since being outlawed in the 
1950s, the various underground congrega- 
tions have existed in isolation, with church 
leaders unaware of the activities of counter- 
parts in other parts of the China. The con- 
ference represented a possible first step in 
establishing a national framework. 

Other observers see the arrests stem- 
ming from the implementation by local au- 
thorities of the Number Three policy direc- 
tive, issued by Peking in February 1989. En- 
titled "Strengthening the Work of the 
Catholic Church in the Present Situation," 
the directive claimed the Vatican “had 
covertly appointed bishops, promoted and 
supported the underground forces [and] 
seriously undermined social stability." The 
directive called for under- 
ground priests to be "e : 
and severely punished," while 
allowing those who acknow- 
ledged the party's leadership 
to practise within the CPA. 

Observers say the severity 
of the clampdown rests mainly 
on the attitude of the local au- 
thorities. Northern and coastal 
provinces and cities have been 
actively enforcing the crack- 
down, especially in Hebei, 
Shaanxi, Gansu, Tianjin and 
Fujian. However, some of the 
northwestern and inland pro- 
vinces have been more relaxed, 
with underground churches 
operating relatively openly in 
— and ee 
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possible removal of Premier Li Peng, pos- 
sibly at the forthcoming МРС or later this- 
summer. Li is widely held accountable for- : ue 
last year’s crackdown, and his апей А ок her ro nent. lead 
o - less powerful post, such as chairman of to be hea 

се NPC in v place of current incu nk 


wo. months. before China’ s National. 
eople’ S: Congress (NPC) convenes, specu- 
lation is growing about a possible reshuf- 
fle of some senior government ро This 
could. include the move from 
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itie to à friancially help churches within 
CPA. This includes speeding up the re- 
turn of church properties appropriated in 
. the 1950s and 1960s when religious ac- 
tivities were banned, and allowing 
churches to set up commercial enterprises 
and take part in social welfare activities. In 
, January, the. government 5 Bureau of Re- 
s unced that in 1990 there 
nares and religious 
'eople loyal to the state, 
overning the religious com- 
mu guld be strengthened. In 1989, six 
> CPA & bishops were ordained, adding to the 
^45 already serving, while 110 seminarians 
became priests. 











E 






his attempt to build up the CPA re- 
flects Peking’s concern at the grow- 
28. ing strength and boldness of the un- 
. derground church, and perhaps the au- 
_ thorities’ suspicions about the loyalties of 
_ the cpa leadership, some of whom have 
. privately sent messages to Rome expres- 
sing fidelity. The Number Three directive 
. says that "owing to the infiltration of the 
» Holy See, some of the clergy and the mass- 
ев of the faithful got confused ideas [about 
the cPA]." 
<in addition, and unlike the under- 
ground church — which has carefully 
avoided involvement in non-religious ac- 
tivities that could be seen as political in 
order not to provoke the authorities — the 
CPA took a surprisingly strong line during 
the 1989 pro-democracy protests, with 
church officials publicly giving their sup- 
port and students from seminaries joining 
the demonstrations. 
Before June 1989, there were hopes Pe- 
Кіпр would continue to further ease con- 
trols on religion with the drafting of a new 
religious law. The authorities had then re- 
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cently allowed churches to receive foreign 
funds, a relaxation of the so-called “three 
selfs” (independent, self-ruling and self-ad- 
ministering) policy which barred churches 
from receiving any overseas aid. Another 
hope was that improvements in Sino-Vati- 
can relations could have allowed the Pope 
John Paul H to visit China in September 
1989. However, Peking dashed any expec- 
tations of rapprochement by not only refus- 
ing a papal visit, but also denying permis- 


sion for his aircraft to cross Chinese terri- | 


tory during his Asian tour last year. 


Church observers say Catholics are not | 


being singled out for harsh treatment; other 
religious groups — notably Buddhists — 
are also being persecuted. The actions of 
the present Chinese regime against reli- 
gion, and especially those with foreign 
links, is seen by observers as marking a 
roll-back of religious tolerance won in the 
1980s. 

The underground church, if for no other 
reason than being outside the state's con- 
trol, is likely to get caught up in Peking's 
general repression on dissent. And because 
it maintains links with Catholic organisa- 
tions abroad, it bears the additional burden 
of being perceived at best as unpatriotic 
and at worst, subversive. 

Government officials, in what appears 
to be an effort to appease the religious com- 
munity, have said religious organisations 
were not involved in the June 1989 anti- 
government protests. In the "six evils" 
campaign launched late last year and which 
links such activities as pornography and 
superstition, the authorities went to some 
lengths to differentiate between main- 
stream religions from fringe beliefs. 
Nevertheless, ideologically at least, the 
party still considers religion as superstition, 
and holds to Marx's dictum that it is the 
“opium of the people." a 
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n a small, self-contained prison cell in 
the Whitney Road Detention Centre, 
eo Soh Lung sits awaiting the Singa- 
pore Court of Appeal’s decision on 
abeas corpus petition, heard over two 
onths ago. 

То pass the time — she has been in soli- 
confinement now for over two years 
“she writes poems about the insects who 
Share her cell. She used to paint water- 
| colours but, after she had completed about 
| 50 of them she asked the Internal Security 
_ Department officials whether she would be 
| permitted to take the paintings out on her 
_ release. Characteristically, they refused to 
_ give her a definite answer, saying it would 
.| have to be decided at that time. She stop- 
.| ped painting. 

|| . This incident is just one episode in a 
_| wider campaign to destroy her spirit. How 
|| could she continue to paint knowing that 
.| the fate of her paintings — like that of her 








rp 








_| own person — depended entirely on the 


_| whims of the Internal Security Depart- 


| 

|| ment? . 
E ... leo Soh Lung is not the only one to 
_| have faced the wrath of Prime Minister Lee 
| Kuan Yew's government. Many political 
.| dissidents before her have been imprisoned 
.| under Singapore’s Internal Security Act 
_| (SA), which permits indefinite detention 
|| without charge or trial. Others have been 
orced into exile fearing such detention. 

< Teo's story is particularly important, be- 
cause it is a chronicle of an indomitable 
spirit against Lee's limitless arsenal of 
_ power. 

.. Тео has never been charged with a 
‘criminal offence nor tried in a court of law. 
Нег crime, like those of so many other po- 
litical dissidents in Singapore, was to ques- 
1 publidy the policies of Lee's govern- 
ent. By all accounts, she was a dedicated 
nd widely respected attorney, providing 
gal counsel and services to the poor and 
enfranchised. But Teo also chaired a 
mittee of the Singapore Law Society 
ich was critical of some of the govern- 
nts more authoritarian policies. And 
“Was an activist for the Worker's Party 
i registered opposition political organisa- 























< Teo had an early taste of Lee's sen- 
tivity to public criticism when he pub- 
ly interrogated her during an appearance 
„а televised hearing of a parliamen- 
г select committee. During the interroga- 
, Lee ordered her to choose between 
king for the opposition and working 


‘the Law Society. She accepted the 
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nce d by the law 


By Fraser Wood 


necessity to choose, and chose the latter. 

Six months later, in May and June 
of 1987, Teo was one of 22 church and so- 
cial activists arrested in a government 
crackdown on dissent. She was accused, 
along with the others, of being part of a 
communist conspiracy aimed at overthrow- 
ing the government of Singapore. Despite 
its assertions, however, the Singapore Gov- 
ernment still has failed to produce any evi- 
dence of a plan of subversion or any other 
illegal activities. Under the БА, no explana- 
tion is needed to detain one's political op- 
ponents. 

Of the original 22 arrested, only Teo 
and Vincent Cheng, the alleged mas- 
termind of the conspiracy, remain in 
prison. On 31 January, the Singapore High 
Court dismissed Cheng’s 
application for a release 
order, which had been filed 
by him in September 1989, 
Cheng’s initial 1987 deten- 
tion for two years was last 
year extended for a further 
12 months. Currently 14 of 
the ex-detainees remain free 
but subject to restrictions 
on their freedom of expres- 
sion, association and move- 
ment. 

Teo was released from 


бузуусу есек нуу LUE! 
Under the 
ISA, no 
explanation 
is needed to 
detain one’s 





promptly rearrested the four within mi- 
nutes of their release and served them each 
with fresh detention orders. Lee then intro- 
duced legislation, subsequently enacted, to 
amend the Isa and constitution explicitly to 
deny courts the power to review the gov- — 
ernment’s reasons for detentions under the 
ISA. The amendment also effectively denied 
detainees appeal to the Judicial Committee 
of the Privy Council in London. 

Under this new legislation, the avenues | 
created by the Court of Appeal's judgment | 
were effectively closed, and the Singapore | 
Government was once more free to act | 
against any of its political opponents. | 

Again Teo challenged the legality of | 
her detention by filing another habeas | 
corpus petition. She was represented by | 
emunent British QC, An- 
thony Lester, who had rep- 
resented her in the success- 
ful. December hearing. In 
March 1989, Lester was ban- 
ned from. practising law in | 
Singapore because, the gov- 
ernment . alleged, he had | 
interfered іп Singapore's. 
domestic politics. As evi- | 
dence, the government cited | 
Lester's remarks at a uni- | 
versity seminar in London | 
where he had explained that | 


prison in September 1987, political the reason he took Teo's 
but was rearrested in April case was "because Singa- | 
1988 along with seven of the opponents 


other former ISA detainees 
and a lawyer who had rep- 
resented some of them. Their new alleged 
crime was to have issued a public statement 
describing their physical and psychological 
mistreatment in prison following the May 
and June arrests and to have denied the 
government's accusations against them. 
They also reiterated their belief “in an open 
and democratic polity and in the virtues of 
an open and accountable government." 

Teo and three other detainees chal- 
lenged the legality of their detention by fil- 
ing habeas corpus petitions. At first unsuc- 
cessful, they petitioned the Court of Appeal 
which, in a landmark decision on 8 De- 
cember 1988 (departing from previous deci- 
sions of Singaporean courts) dedared that 
the courts could examine substantive 
grounds for the government's decision to 
imprison people without trial. While the 
court did not apply these important princi- 
ples to the case before them, the detainees 
were released on technical grounds. 

The Internal Security Department 





to take it, lest they be ar- 

rested.” I 

Meanwhile, however, the other three | 
detainees dropped their habeas corpus pet- | 
itions and were promptly released. Teo re- | 
fused to do so, insisting that her case be | 
heard and that her detention be declared ie 
legal. So far she has been rewarded only | 
with continued detention. ка. 
At various points along the way, Teo. | 
ing the government's version of events in | 
return for freedom. But she has refused to | 
yield to the continual | 
legal action and has incurred Lee's wrath as | 
a result. What had been a battle of wills has | 
now become an exercise in vindictiveness. | 
— with only one side making the rules. ^ | 
Teo now awaits the decision fro! 
fourth, and final, habeas corpus peti 
her last opportunity to be: 
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igh Court has dis- 
| corpus application 
eng, the lay Catholic 
as been detained without 
е May 1987 under the Internal Sec- 
(ISA). 
justice Lai Kew Chai re-affirmed the 
Tight of the government to detain people 
“without trial under БА as long as the 
‘cabinet was satisfied that the persons were 
-a threat to national security. The judge also 
. said that the government did not have to 
` submit the evidence to the courts provided 
| it was satisfied that national security was at 
stake. The judge maintained that the 
cabinet and the president were the best 
judge of what constituted a threat to na- 
; tonal security. 

_ Cheng was among the 22 professionals 
S arrested i in mid-1987 for an alleged Marxist 
- conspiracy to overthrow the government. 
` According to the government, Cheng was 
the Singapore-based central figure of the 














urt dismisse 5 15 А detainee s plea 


ive privilege 


conspiracy, with the mastermind being Tan 
Wah Piow, a former student leader now 
living in Britain. 

Cheng's counsel, Michael Beloff, ques- 
tioned whether the government had any 
evidence at all against his client or whether 
it was treating mere allegations against 
him as evidence. State counsel 5. Tiwari re- 
sponded that the government was not re- 
quired by the Isa to provide any evidence at 
all and that in any case providing it would 
jeopardise national security. 

In his judgment, Lai said: "By the 
scheme of the ISA and the constitution from 
its very inception, the executive has been 
entrusted as the sole body to look at and 
weigh the evidence and case against a per- 
son and to form a view on the question 
whether a detention should be issued." — 

The judge also rejected the argument 

that there was no evidence to detain 
Cheng. He said the "case against him 
[Cheng] had been considered by the entire 
cabinet and in the light of his own confes- 
sions, though since withdrawn, the least 


in which he 







security." He also : 
sertion has been m 
proper for the court 
legation of bad fait 
тг of E SA.” 
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government allegations against him. СЇ 
said they were obtained under du lr 
their affidavits, BD officers: denied h avin 
ill-treated Cheng. | 

On behalf of Cheng, Beloff. furthe 
gued that the January 1989 amendmen 
the constitution, which barred the judicia 
review of ISA cases, violated the basic stru с 
ture of the constitution and therefore wer 
not valid. Citing a precedent, Beloff pointec 
out that the Indian Supreme Court hac 
ruled that the parliament could not alter th 
basic structure of the country’s constituti 
The judge rejected the contention, stat 
that the Indian ruling was not lega 
applicable in Singapore and that the 5in 
pore amendments did not alter the b 
structure of the constitution: 





ieri aciei en tatto t Pium a iet ma menm Rer Ie teint eh ta mente ARAMIYA EA ANANA Pri de Reve ems Par s e Ph Ui ra et tei tenet vri i vuelto елле er M T i ra PAPE e etat etes AA Ne ed rie deter t vinee HISP UH HA HIST I HH Nonne —MÀ 


YOUR MISSING LINK: 
PAKISTAN'S KEPZ 


Tax holiday upto year 2000 A.D. thereafter 25% in Perpetuity 
Local market available subject to import policy. 

Exemption from custom duty, sales tax, Octroi and licence fee etc. 
Full facility for repatriation of capital and profits. 

Resident Pakistanis allowed to invest upto 40%. 

АЙ facilities like water, electricity, gas, telephone, tees etc. 
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available immediately. 
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Warehousing & trading allowed. 
Off-shore banking and insurance facilities available. ee 
One window service including issue of import and export permits, ^ < : 
Production oriented labour laws. 
Constructed warehouse building temporarily available on rent. 


KARACHI EXPORT PROCESS NG 


ZONE (PAKISTAN) 


LANDHI INDUSTRIAL AREA EXTENSION MEHRAN HIGHWAY 


P. O. BOX 17011, KARACHI 75150, (PAKISTAN) 


TELEPHONES: 219710 , 211177, 738014, 738002, 738013 
TELEX: 25692 EPZA PK 
FAX: 738188 




















































. of Malaysia’s plantation workers has 
C JA served to focus attention on the 
untry's still crucial commodity sector and 
the grim conditions under which many of 
those who service it are forced to live and 
work. That the country’s weak labour 
movement, which is generally frowned 
upon by government, managed to stage а 
strike at all indicates the strength of feeling 
generated by the plantation workers' long- 
tanding demands for a change in the way 
they are paid, 

The strike was called after talks between 
the National Union of Plantation Workers’ 
(NUPW) and the Malaysian Agricultural 
Producers Association (MAPA) over the 
.NUPW's 10-year-old demand for monthly 
wages for estate labourers, in place of the 
'resent day rate system, failed io make any 
headway. The union called a strike, and on 
31 January 65,000 rubber tappers, oil palm 
mil and general workers stopped work. 
The strike did not involve oil palm estate 
«Workers, who have a separate agreement 
(0 With МАРА, 

^... Work on 800-1,000 estates was halted for 
three days, but the NUPW had to call off the 
| Strike on 2 February, after acting labour 
|. minister Lee Kim Sai declared the strike 
_ “has put the nation’s economy at stake,” 
and referred the matter to the industrial 
court, thereby rendering the strike au- 
tomatically illegal. Although the Malaysian 
economy has diversified into light indus- 
tries over the past 15 years, its oil palm, 
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7 hile Pakistan's Sindh province is 


| enforcement,  opposition-ruled 
injab is showing growing signs of social 
nrest, manifested in violent mob attacks 
police. But though Punjab Chief Minis- 
waz Sharif blames the unrest on the 
deral Pakistan People's Party (PPP) gov- 
ment, the reality is far more complex, 
d in the oppressive and corrupt order 






шоп strike exposes industry's problems 





Workers burn effigy of Lee. 


rubber and coconut-product exports to- 
gether accounted for 16% of the country’s 
GDP in 1989. 

NUPW executive secretary A. Nava- 
mukundan accused Lee of having broken 
his promise to the union, which he said 
had been moving towards a negotiated set- 
tlement. MAPA chairman Datuk Ani Arope 
said the employers’ group was still willing 
to negotiate on specific wage demands, but 
could not concede to changing the pay sys- 
tem given its possible repercussions on the 
industry's future. 


The issue pitted workers’ demands for 


monthly wages against management's in- 





Jobs protest at Punjab police irregularities 


spawned by the country’s last president, 
the late Zia-ul Haq. 

Much of the recent unrest in Punjab 
stems from local people’s growing frustra- 
tion with policemen, many of whom have 
criminal records themselves ranging from 
murder, through involvement with 
smugglers, to blatant extortion. 

But there also is room to doubt the 
clams by Sindh Chief Minister Syed 
Qayam Ali Shah of a steady improvement 
in law and order in a province long 
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rated payment. Rubber tapper 
presently earn a basic wage of M$7.90 
(US$2.92) a day for a minimum quota of 10 
kg of latex and 27 M cents for every addi- 
tional kilo tapped, equalling M$189.60 for 
24 days' work à month. There is no pay for 
days not worked as a result of sickness, bad 
weather or holiday, and no pension bene- 
fits. 

MAPA pre ıosed raising this minimum 
wage to M$8.10 a day for 11 kg of latex, 
with incentives for higher yields. The NUPW 
wants to end the daily wage system al- 
together and have workers receive a basic 
wage of M$350 for a monthly quota of 235 
kg of latex, equal to about 10 kg a day over 
24 days. In addition, the NUPW wants em- 
ployers to pass on to the workers some of 
the profits earned when rubber prices are 
high. The union also wants strict adherence 
to labour laws, which stipulate that estate 
employers. must employ workers for at 
least 24 days a month, failing which work- 
ers must be compensated as if they had 
done such work, a ruling MAPA has re- 
jected. 

Amenities on Malaysia's plantations are 
rudimentary. A 1989 Labour Ministry sur- 
vey found that only 12% of Peninsular 
Malaysia estates provide housing for work- 
ers, of which 21% were substandard. The 
housing normally | comprises. rows of 
wooden shacks with primitive sanitation, 
50% had no electricity and piped water. Іа . 
1987, 15,000 estate households nationwide - 
were classified as living below the poverty 
line, while estate schools, poorly staffed 
and lacking equipment, record higher than 
average dropout rates. Given these condi- 
tions, most Malaysian youths leave the’ 
plantations and help create the labour 
shortage which has prompted employers to 
hire Indonesian migrant workers. Of the lo- 
cals, most estate workers are of Indian de- 
scent, about 35% are Malays and 10% . 
Chinese. a 


wracked by ethnic tension. He announced 
that Sindh police have had remarkable suc- 
cess in seizing a large number of illicit fire- _ 
arms and killing members of robber gangs, 
and that it was no longer necessary for ve- 
hicles to travel in convoys for protection on. ` 
the highways in the province. But bank - 
hold-ups and abductions for ransom have 
not yet ended and his PPP administration 
has to go a long way to justifiably claim a 
restoration of normalcy. 

Against a backdrop of unabating con- 
frontation between the federal government 
and the opposition-ruled provinces, Sharif 
is alarmed by the crime wave in his pro- — 
vince and, more important, direct retalia- 

angry mobs. 
s, mobs have at- 





tion against the police Бу 
Within the past two months, 
tacked police in wide 

towns to protest at wh 
























The bank that puts the 
Arab world at your fingertips 


When you're doing business with the Arab tries GIB offers the highest professional standards 


world, it's only sensible to use a bank that speaks the іп merchant and wholesale commercial banking ser- 
language, knows the markets and understands the vices, including trade finance, foreign exchange and 
business environment. investment advice. 


And when it comes to experience And with its offices in London, New York, 


Bank. 
Founded specifically to develop trade, AES ES For full information, contact your nearest 
industry and investment іп the Arab coun- GuffintemationaBankassc office. 


placed to serve you wherever you are. 


GIB OFFICES: HEAD OFFICE: PO. BOX 1017, MANAMA, BAHRAIN TEL (0973) 534000 TELEX: 8802 DOWALI BN 
LONDON: 2-5, CANNON STREET, LONDON TEL (044) | 248 6411 TELEX: 6812889 GIBANK С NEW YORK: 499, PARK AVENUE, NEW YORK TEL: (01) 212 303 3050 TELEX: 424027 GIBANK NY 
SINGAPORE: SHELL TOWER, 50 RAFFLES PLACE, SINGAPORE TEL (065) 224 8771 TELEX: 28227 GIBSIN RS TOKYO: 1-1, MINAMI AOYAMA 1-CHOME, MINATO-KU, TOKYO TEL (081) 3 423 4096 TELEX: 2425596 GIBTYO 
FRANKFURT: TRITON HAUS, 42 BOCKENHEIMER LANDSTRASSE, FRANKFURT/MAIN TEL: (049) 69 720363 TELEX: 4185504 GIBG 





and contacts in the region, nobody has Singapore, Tokyo and Frankfurt - and bank- 
more to offer you than Gulf International GB R ing connections worldwide - it is ideally 
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police protection to criminals and even di- 
rect participation in crimes. Protest strikes, 
street violence and resultant curfews are be- 
coming frequent. 

Sharif told a press conference on 24 Jan- 
uary that all incidents of crime, violence 
and agitation were the result of a PPP con- 
spiracy. He recited a long list of names of 
PPP workers involved in anti-police protests 
and blamed the federal government for re- 
leasing alleged terrorists who had been 
jailed by Zia. Sharif acknowledged that 
none of these former detainees had actually 
been found to have done anything wrong, 
but asserted that those who had been 
caught were agents of those released. 

Federal Minister for Information Malik 
Ahmad Saeed Awan countered that the 
Punjab police were causing a breakdown of 
law and order at the behest of Sharif who 
had “nefarious, ulterior motives." The РРР 
alleges that Sharif uses the police to impli- 
cate its party workers in concocted cases 
and they will resort to similar tactics for per- 
sonal gain. 
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Sharif: conspiracy theory. 


But the prp-Sharif quarrel apart, there is 
increasing public demand for a complete re- 
form of the Punjab police force. A recent re- 
port in a Lahore daily revealed that the 
majority of the officers in charge of police 
stations in the provincial capital had crimi- 
nal records for murder, smuggling and ex- 
tortion. Most observers believe that police- 
men elsewhere could be no better. 
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Bhutto belatedly moves on Zia corruption allegations 


Kickback crackdown 


rime Minister Benazir Bhutto has 

been reluctant to act on rumours that 

corruption was rife in military pur- 
chases made under the late president Zia-ul 
Haq's administration, fearing that to do so 
would cause further domestic political 
problems for her embattled government, 
given the immense influence still wielded 
by Zia supporters. But evidence which has 
surfaced during а corporate litigation in 
London has prompted the prime minister 
to initiate an investigation into the contract 
involved. Simultaneously, Waqar Azim, 
boss of Pakistan International Airways (PIA) 
from 1982-87 and a former air marshal, has 
been arrested on charges of bribery and 
embezzlement. 

The new government in the first year of 
its administration has gone out of its way to 
avoid giving the impression of witch-hunt- 
ing the previous regime's loyalists. Bhutto's 
critics have argued that, given the continu- 
ing delicate balance of power in the coun- 
try's domestic politics, she does not wish to 
risk losing power by attempting to take the 
high ground on a moral issue. 

Those who opposed Zia have long 
clamoured that billions were made in com- 
missions and other kickbacks by the re- 
gime's loyalists through arms purchases 
that were exempt from public scrutiny 
under the martial-law regime. Although of- 
ficially all such purchases were made 
through the directorate-general of army 


procurement, critics allege that in fact an 
unofficial cell under Zia's patronage carried 
out many of the transactions. The head of 
military procurement, Gen. Talat Masud, 
was quoted by the London-based Financial 
Times newspaper as saying that contracts 
could have been signed without his know- 
ledge. 

The Financial Times in mid-January re- 
ported problems associated with the pur- 
chase two years earlier by British defence 
contractor Ferranti International of US- 
based International Signal and Control 
Group (isc). The main incentive for Fer- 
rants purchase was ISC founder James 
Guerin’s claim of a US$460 million missile 
system contract with Pakistan. Ferranti later 
found the claim to be baseless and is de- 
manding damages of US$198.5 million 
from Guerin and three other former 15С 
employees. The Financial Times quoted 
Guerin’s claim that the contract for missiles 
was signed on 5 November 1986, following 
a personal meeting with Zia, by KP Indus- 
tries (Pvt.) of Pakistan, which was de- 
scribed as representing the president of 
Pakistan. 

Ferranti later found that KP Industries 
was totally untraceable. One widely held 
conjecture is that there could have been an 
informal agreement outside Мазий» 
knowledge, which fell through as a result 
of Zia’s accidental death in August 1988 
and the subsequent change in regime, forc- 
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Under Zia, police recruitments were 
subject to quotas of loyal politicians, who 
charged hefty fees for making recommen- 
dations. Even now, transfers of officers in 
charge of police stations are ordered at pro- 
vincial political levels. It is alleged that po- 
lice stations which are considered lucrative 
are auctioned off for a specific period to the 
highest-bidding police official. 

While Sharif could be correct in his 
charge that the PPP workers encourage the 
protests, the public in his province has 
long been fed up with the police. Under Zia 
they had no one to turn to for redress. With 
the PPP now available to pressure the pro- 
vincial administration, the people seem 
more prone to direct action. Sharif is now 
complaining that the capital is not giving 
him any money to bolster the police, but 
has been liberal in helping Sindh's Shah. 
Given Sharifs current relations with Is- 
lamabad and the cumulative effect of past 
mishandling by the Punjab police, Sharif 
could find restoring law and order much 
harder than Shah. Е 


ing those styling themselves as КР Indus- 
tries to dissolve. 

Masud said that the only two contracts 
he had authorised signing with ISC were for 
components of cluster bombs worth about 
US$36 million and another for artillery 
proximity fuses worth around US$48 mil- 
lion. Bhutto, who holds the defence 
portfolio herself, has set up an inspection 
committee headed by her top aide, Gen. 
Naseerullah Babar, to look into the KP 
Industries affair. 

Meanwhile, the Federal Investigation 
Agency (FIA) arrested the former PIA man- 
aging director on two charges. On the 
first, the air marshal is accused of buy- 
ing 500 computer terminals for US$780 
each through а single tender system in vio- 
lation of official requirements that all pur- 
chases of over US$15,000 be made through 
widely advertised open tenders. The НА 
caims the same computers were available 
in the market at that time for US$480 
apiece. 

The second charge involves the swap of 
PIA's four DC10s for four Boeing 747s be- 
longing to Canadian Airlines. The Cana- 
dian carrier, responding to a PIA advertise- 
ment, had offered a direct swap involving 
no payments but the FIA says that the air 
marshal never reported the Canadian offer 
to his board of directors. Instead, an inter- 
mediary, Avjet of Florida, was employed 
and it brought about the exchange but 
charged РІА US$14 million. The Canadian 
records show receipt of four DC10s from 
PIA and a transfer to PIA of four Boeing 
747s, but no payment received. Avjet's 
executive director is quoted by the FIA 
as saying that his company had charged 
the money as its margin in the deal. 

п Salamat Ali 
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ATR 42 and 72: This new generation of turbo- technological edge to offer excellent perfor- 


prop aircraft proves the superiority of a system 


which integrates the most advanced technologi- 


cal developments. Composite materials, digital 
architecture of the avionics package, are the direct 
result of the experience gained in the newest 
jet programs. The ATR family capitalises on this 


B LESSE 


mance and reliability, but more importantly 
profitability. The 400 + aircraft ordered to-date 
by 45 customers on all five continents are here to 
testify of the advantages provided by technology. 


COME AND SEE US BOOTH 537 
ASIAN AEROSPACE SHOW 90 CHALET ROW B3 
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С е brought you to 
this charming village 

You ve just found out that 
fora marvellous surprise, all 
you need to do is choose a 
doton the map 
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Its just a dot on 
the map. 


Youre dining peacefully in a 
place which is no more than a 
tiny dot on our map. 

You havent been in Spain 
long but you ve already 
discovered that this isnt one of 
those countries which has all its 
charms concentrated in a few 
places. 

Here, as well as enjoying the 
delights of major attractions 
such as Madrid, Barcelona, 
Seville, San Sebastián, 
and Granada, you ve come 
across a surprising number of 
unforgettable little villages. 

Some with rustic houses 
made of stone in Spain's green 
north. Others with white- 
washed walls bathed in sunlight 
in the south. 

Some nestling in spectacular 
mountain scenery. Or perhaps 
stretched out beside one of the 
many beaches of golden sand. 

Each with their own cuisine, 
wines, dances, music, 
handicrafts and happy 
atmosphere. 

Spain is unique, you think, as 
you pause to savour a glass of 
excellent wine. 

Because even a tiny dot 
hidden away on a map can 
provide you with unforgettable 
moments. 


Spain. Everything 
under the sun. 
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CAMBODIA 


Khmer Rouge shifts refugees into pacified areas 


Forced march home 


By Rodney Tasker in Aranyaprathet 


aving captured large tracts of land 
H in western Cambodia since last Sep- 
tember's withdrawal of Vietnamese 
forces, the Khmer Rouge appear to have 
embarked on a programme to shift their 
Thai-border populations back into their 
“liberated zones." However, the Khmer 
Rouge's two resistance partners, the Khmer 
People's National Liberation Front (KPNLF) 
and Prince Norodom Sihanouk's faction, 
who have battled their way into their own 
areas of northwestern Cambodia, are more 
reluctant to have their refugee populations 
leave their UN-administered sanctuaries to 
face the rigours of returning to their land 
without outside assistance. 
The three resistance factions have made 
impressive gains in terms of territory and 


Khmer child of the camps. 


population centres captured from the 
Phnom Penh regime since the Vietnamese 
withdrawal. An estimated more than 1,000 
km? of land in northwestern and western 
Cambodia is now in their hands and the 
KPNLF says that a population of 50,000 15 
now under its control alone. 

This has understandably made the 
300,000 Khmers living as “displaced per- 
sons” in Thai border camps nurtured by 
the UN, the International Committee of the 
Red Cross and other agencies, more rest- 
less than ever about their prospects of re- 
turning home. But while an international 
conference in Paris in August 1989 agreed 
these refugees should only return after a 
political settlement involving the Hanoi- 
sponsored regime in Cambodia, the Khmer 
Rouge is jumping the gun. 
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In late January, some 4,000 of 4,400 ret- 
ugees in a Khmer Rouge-administered 
camp at Borai, near the southern portion of 
the Thai-Cambodian border, refused to 
move to a new UN-administered camp, 
Site "K," when trucks were sent by the UN 
Border Relief Operation (UNBRO) to transfer 
them. Instead, international relief officials 
said, the majority were forced by the 
Khmer Rouge camp commanders to go 
either to two “hidden” Khmer Rouge 
camps — camps 69 and 70, along the bor- 
der — or inside Cambodia to a newly cap- 
tured area around the gem-rich town of 
Pailin. 

The reports of civilians being forced 
across the border confirmed views earlier 
expressed by many international observers 
that the Khmer Rouge want to make their 
civilian populations part of their war effort, 
using many of them as porters to supply 
the faction's front-line troops. 

A week later, Khmer Rouge officials said 
it was hoped soon to evacuate about 30,000 
of their civilians in hidden camps across the 
border into "liberated zones." The Khmer 
Rouge is estimated to have more than 
100,000 people in such border camps, 
many of whom are families of Khmer 
Rouge fighters who are discouraged by 
UNBRO from living in open Khmer Rouge 
camps such as Site 8 (pop. 34,000), just 
south of the Thai border town of Aranya- 
prathet, or O'Trao (pop. 17,000), on the 
northern border. 

But the hidden border camps appear to 
be treated as fair game by the Khmer 
Rouge. Several hundred ог possibly 


thousands reportedly already have been | 


sent into Phnom Malai, a mountainous re- 


gion of Cambodia just south of Aranya- | 


prathet. This was the traditional Khmer 
Rouge headquarters before being captured 
by the Vietnamese in January 1985. 

Thou Thon, KPNLF administrator of 
73,000 refugees in Rithisen, the largest part 
of the KPNLF camp of Site 2 (pop. 144,000) 
just north of Aranyaprathet, said many of 
those in Borai were involved, along with 
Thai miners and traders, in the lucrative 
cross-border gems trade from the Khmer 
Rouge-captured Pailin area and did not 


want to be moved away from their source | 


of income. 
At Site 8 Oe Ee, a senior Khmer Rouge 
official who is deputy camp administrator, 


told the REVIEW that his refugees could not | 


retum to Cambodia yet because Khmer | 


Rouge troops were still "cleaning" 
Phnom Malai area of landmines and any 
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SPOT 


830 km above earth surface, SPOT... 
spots more details than, a man pee- 
ring out of his window. 

Since 1986, SPOT has transmitted 
thousands of photographs thus en- 
lightening scientific research in the 


whole world. 

SPOT is the name of an earth obser 
vation satellite designed and produ- 
ced by MATRA. 

Along with ECS, TELECOM 1 and 2, 
HISPASAT and HIPPARCOS, SPOT is 
another example of MATRA mastery 
in the architecture of space systems. 
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pockets of government troops still in the 
area. Once this had been completed, 
“maybe people from here will go later,” he 
said. Phnom Malai is just across the border 
from Site 8. 

Oe Ee said that the Khmer Rouge had 
taken civilians from Borai across the border 
because the Cambodian area there was 
safe, and there was plenty of room to settle, 
While the recent rice harvest assured plenty 
of food for the new arrivals, there was a 
problem with medicine, he said. 

Oe Ee asserted that the Khmer Rouge 
was now a collective, rather than a one- 
man leadership; that it allowed its people 
free education and contact with the world; 
that they could do business, with a “free 
blackmarket” as well as an official market in 
the camp; and that they were free to prac- 
tise Buddhism. 

Oe Ee also claimed that the Khmer 
Rouge army followed a policy of not taking 
large population centres by itself, insisting 
that the other two factions also be involved. 
This, he said, was the situation at Cam- 
bodia’s second-largest city of Battambang, 
where the Khmer Rouge were trying to sur- 
round the city, and were waiting for the 
KPNLF and Sihanoukist forces to join them 
in any future assault on the city. 


any observers as well as officials in 
the other resistance factions are 
dubious about such Khmer Rouge 
assurances. Maj.-Gen. Chum Cheang, a 
KPNLF political liaison official, was highly 
critical of the Khmer Rouge campaign, say- 
ing that if the war continued for another 
three or five years, the Khmer Rouge “will 
be far stronger than us,” because they 
could recruit young Khmers who did not 
remember the 1975-78 period, when the 
Khmer Rouge were in power. Chum, and 
other non-communist resistance officials, 
also complained that while the Khmer 
Rouge enjoyed ample military supplies 
from China, the KPNLF and Sihanoukist fac- 
tion were now running short of ammuni- 
tion and weapons. 

In explaining why he would not encour- 
age his refugees to return to Cambodia at 
this time, the KPNLFs Thou Thon said that 
most of his camp population did not have 
the money, farm tools, draught animals 
and housing material to survive. About 100 
refugees had already left the Ampil section 
of the camp to return, and Thou Thon wor- 
ried that if more followed suit this would 
lead to a battle for the best plots of land. 

Some 40% of the population at Site 2 were 
children under the age of 14, he said, with 
10% in the elderly bracket, and some 6,000 
handicapped. “How can I ask my people to 
go through more suffering? Thou Thon 
asked. He was waiting for assurances from 
the UN and other international aid donors 
that they would continue to supply assist- 
ance to Khmers after returning to their 
country. It may be à long wait. в 





NEW ZEALAND 


Palmer set to unved social policy reform plan 


Antidote for Labour 


By Colin James in Wellington 


ver the next few weeks, the Labour 
О) government of Geoffrey Palmer will 

set out a social policy reform pac- 
kage. This, it hopes, will serve as an anti- 
dote to the strain caused by five years of 
breakneck economic reform, 
and as a vision of where 
Palmer wants to take New 
Zealand over the next five 
years. However, most New 
Zealanders now think he will 
not be taking them any- 
where. 

Only six months after 
Palmer took over as prime 
minister, his government 
is trailing the opposition 
National Party by around 20 
points in public opinion 
polls. An assumption has 
now spread wide and far 
that the National Party, led 
by sheep farmer Jim Bolger, 
55, will head the government 
next year. Palmer needs a near miracle 
combination of vision, good management, 
luck, economic recovery and disintegra- 
tion of the National Party to win a third 
term in the general election, due by late Oc- 
tober. 





Palmer: miracle needed. 


He is hoping the proposed social re- 
forms, which will centre on benefit reform 
and innovative improvements in social ser- 
vices, will provide the vision. But, with a 
commitment to continue a hardline tight- 
money policy to fight inflation and with 
Roger Douglas — the former finance minis- 
ter who devised the eco- 
nomic reforms of 1984-88 
— included in à four-person 
top-level strategy team, 
most people envision a third- 
term Labour government 
as one of more economic 
austerity and  underper- 
formance. The other mem- 
bers of the strategy team are 
Palmer himself, Deputy 
Prime Minister Helen Clark 
and Finance Minister David 
Caygill. 

This was underscored by 
an attempt by Palmer to talk 
Douglas out of his an- 
nounced intention to leave 
parliament at the election so 
that he could serve in a third-term cabi- 
net. Labour Party officials outside par- 
liament feared that meant a revived pivo- 
tal economic role for Douglas which 
would in turn risk the disintegration of 
the party. Douglas' strong, pro-market re- 


Maori back in the fold 


* 


to demonstrate 


a to the British. 
That is a far cry from the hundreds, 
and at times thousands, of Maori who 


annual commemoration of the 
signing in the late 1970s and early 


to be abandoned as an annual event. 


so huge war canoes which took part in 
the 150th anniversary ceremonies at 
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forms split the party, which was relieved 
when he left the Finance Ministry in De- 
cember 1988. 

In the event, Douglas refused, but not 
before leaks by party officials had seriously 
embarrassed Palmer, causing the normal- 
ly staid New Zealand Herald, the country's 
leading newspaper, to observe that he ' ‘fell 
flat on his face.” As it is, Palmer urged close 
Douglas colleague Richard Prebble to re- 
turn to the cabinet and even restored him 
to the state-owned enterprises (privatisa- 
tion) portfolio. From September 1987 until 
his sacking by former prime minister David 
Lange in November 1988, Prebble had 
pushed through a number of sales that at- 
tracted widespread criticism 
from both sides of the politi- 
cal spectrum for either the 
price or aspects of the proce- 
dure. 

Palmer felt he needed cre- 
dibility with big business, 
which largely funded the 
1987 election campaign to 
keep Douglas in office and 
whose money Labour 
needs this year. Initial public 
statements suggested Preb- 
ble’s return to the cabinet 
may have at least partly 
achieved that object, but at 
the cost of considerable 
anger in party circles, to 
whom Prebble was even 
more of a béte noire than Douglas. 

Douglas, who was returned to the cabinet 
in an election by the full caucus of Labour 
members of parliament only їп August 
1989, is now back on the back benches. 
Palmer wanted to present a post-1990 


Maori in, the treaty commemoration and 
the ceremonies opening the Common- 
wealth Games — which featured the 
country's shared cultural heritage — indi- 
cates to some extent recognition by Maori 
of government attempts since 1985 to 
redress transgressions of the treaty by 
past authorities, particularly in land mat- 
ters and its other reforms. 

An official Waitangi Tribunal is estab- 
lishing the facts of more than 160 grie- 
vance cases and recommending redress. 
Acting on dauses referring to the treaty 
written into legislation, the courts have in 
several major cases found for Maori 
against the Crown and have begun to 
build the treaty into the background ot 
legal issues. A deal has been negotiated 
on ownership of the NZS1 billion-a-year 
(US$588.2 million) fish resource. Some, 
though halting, progress has been made 
on "devolution" to Maori authorities of 
control of public spending on Maori. 

This is not as much as most of the 
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Bolger: policy dilemma. 





cabinet to the electorate and did not include 
in his list any minister not seeking re-elec- 
tion to parliament in October. That list, 
while not made public, appears to have 
been closely followed by the Labour caucus 
in a cabinet election on 25 January. The 
election was for all 18 cabinet posts except 
prime minister and deputy prime minister. 
All non-retiring ministers were re-elected; 
the seven new ministers are, on balance, 
slightly more to the right than those they 
replaced. 

The cabinet shakeup thus underscored 
the old image, instead of projecting a re- 
vivified one. In addition, one of the re- 
tiring ministers, Defence Minister Bob 
Tizard, threatened to resign 
from parliament in protest at 
not being permitted to serve 
out his term, which could 
have forced what would 
have been an embarrassing 
by-election. That took some 
of the gloss off Palmer's ap- 
pearance of competence in 
the early months of his 
prime ministership. 

Nor can he look to the 
economy for help. In 1987, 
the share boom helped 
create the sense of economic 
improvement that won the 
government an increased 
parliamentary majority in 
the election that year. 

Leading up to this year's election, the 
economy is floundering in the wake of a 
2.5% increase in goods and services tax last 
July. Forecasters on average expect it to 
grow at most to a level that could keep un- 
employment at its present 11% of the work- 


— 


Maori leadership has been demanding. 
But as the government has begun to set 
limits — for example, no separate justice 
system, no division of ownership of the 
airwaves, a determination to settle more 
matters through political deals rather 
than court actions — Maori leaders also 
appear to be setting realistic goals. The 


result has also been some softening in the 
previously mounting White resentment. 
Polling by the 1990 Commission suggests 


an improvement of understanding about 


the treaty and willingness to meet at least 
some Maori demands. 

In turn, where government au- 
thorities in 1988-89 often gave the 
impression they wished the 150th an- 
niversary need not be marked, for fear of 
confrontation and division, they now 
exhibit increasing confidence that the 
message of the treaty as a unifier may 
make the commemorations — they still 
avoid the word “celebrations” — a suc- 
cess. = Colin James 
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a pilotless light rapid transit system, 
transports several million passen- 
gers daily. 

In PARIS, in CHICAGO, in TAIPEH as in 
other major world cities, science now 
serves each one of these passen- 
gers. 

Their safety is monitored by the mosi 
advanced automatic systems. 
When it comes to human lives, relia- 
bility must be absolute. 

The most dynamic cities in the world 
are aware of this when they select 
MATRA. 
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force. Real disposable income may be fall- 
ing for the second year in a row. A tight 
budget will continue to put pressure on 
some education and health services. 

| At least the economy will not worsen 
before the election. There are some omin- 
ous signs — the merchandise trade balance 
plunged from a surplus of NZ$1.52 billion 
(US$894.1 million) in the six months to June 
1989 to a deficit of NZ$1.41 billion in the six 
months to December — but the picture 
over the next nine months should be one of 
recovery, albeit halting. 

The worst of the political damage on 
other fronts may also be over. New struc- 
tures in education and health services, 
which forced local or regional accountability 
in order to encourage efficiency, caused dis- 
ruption and an outcry in 1989 but are now 
settling down. The extremes of expecta- 
tions and fears aroused by reforms in race 
relations and resource issues are now abat- 
ing. 

As a result, New Zealand's sesquicen- 
tennial, which kicked off in style with a suc- 
cessful staging of the Commonwealth 
Games in Auckland and an official visit by 
Queen Elizabeth II, should on balance be a 
positive contribution to the national mood. 

But few expect that to save the govern- 








PHILIPPINES 


Going it alone 
on autonomy 


| | The Philippines’ proposed Cordillera au- 
| tonomous region will be formed around 
the single province of Ifugao, home of 
the famous Banaue rice terraces, follow- 
ing a 29 January referendum that saw the 
four other mountain provinces of north- 
central Luzon reject a proposal that had 
its roots in opposition by aboriginal 
minorities to Manila's controversial dam 
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most observers feel an underlying fear of 
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ment from its legacy of disruptive and often 
damaging reform; attention is focusing on 
the National Party. 

Bolger is a shrewd, down-to-earth, non- 
intellectual man, not at home with the fine 
points of economic management policy. 
For most of the two-and-a-half years since 
he appointed Ruth Richardson, 39, shadow 
finance minister, he has been uncomforta- 
ble with her strong preference to take 
Douglas’ reforms further, particularly in 
monetary policy and social services. 


he result has been an uneasy accom- 
| modation that has left observers and 
the electorate guessing what exactly 
a Bolger government would do in office. As 
late as 31 January last year, Bolger appeared 
to foreshadow a laxer monetary policy 
in pursuit of growth while Richardson, 
though arguing a “more balanced” policy 
than she says the government has fol- 
lowed, remains critically concerned to keep 
inflation in check. She has endorsed the 
government's target of 0-2% inflation but 
has pushed the target date back from 1992 
to 1993. 
One early test would be whether a 
Bolger government would alter recent legis- 
lation making the Reserve Bank indepen- 
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ifugao tribesman on the rice terraces. 


portant a factor as perceived flaws in the 
legislation itself, the influence of tradi- 
tional politicians and rumoured money- 
dumping by mining corporations, which 
feared higher taxation and the possibility 
of favoured treatment for indigenous 
miners. 

The ^no" vote won by a landslide in 
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dent of politicians and ensuring its overrid- | 


ing task is containing inflation. Richardson 
won the point on inflation in December 
within the National Party caucus, but at the 
cost of also requiring the Reserve Bank to 
"advise" the government on other policy 
steps necessary "to achieve sustainable 
non-inflationary economic growth." That 
latter point gives Bolger the chance, 
if the legislation is to be amended, to 
revive the possibility of giving the Reserve 
Bank wider objectives than stemming infla- 
tion. 

This assumes Bolger will remain lead- 
er. In September-October last year, the 
Richardson camp tried but failed to raise 
support for an attempt to oust him. And 
waiting in the wings is the populist part- 
Maori Winston Peters, demoted in October 
for public statements at odds with Bolger in 
what was widely interpreted as an indirect 
challenge. 

Having survived this, Bolger now ap- 
pears likely to hold on to his post. Only Pet- 
ers, who consistently far outpolls Bolger in 


popularity, remains a contender, and he | 


has no hope unless the opinion poll lead 
contracts dramatically. In New Zealand's 
volatile political scene that is possible but 
unlikely. 








- 
Benguet, Abra and Kalinga-Apayao pro- | 
vinces, in some cases by as much as 10:1, 
but in Mountain Province it was a much 
closer contest. Analysts say support for 
the proposal in adjoining Ifugao was al- 
ways strong, particularly among local of- 
ficials who were perhaps unaware that 
the province would find itself alone. 

Questions are already being raised in 
Manila over the practicality of turning a 
single province into an autonomous re- 
gion, burdened by two layers of adminis- 
tration — one regional and one provin- 
cial. Ifugao has a low tax base, poor com- 
munications, few mineral resources and 
a child malnutrition rate that is among 
the highest in the country. Even by 
promoting its tourist industry, built 
largely around the fabled rice terraces, 
the highland province will almost cer- 
tainly have to rely on government sub- 
sidies and other assistance. 

There is also another potential prob- 
lem. Government sources say the ref- 
erendum now means that the so-called 
Cordillera Administrative Region, formed 
in June 1987, will cease to exist, with 
Abra, Benguet and Mountain provinces 
returning to Region 1 (Ilocos) and 
Kalinga-Apayao once again becoming 
part of Region 2 (Cagayan Valley). But 
with many people voting against full- 
blown autonomy because they preferred 
the region as a simple administration 
zone, there is already opposition to that 
move. 
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DEFENCE 


US pullback will raise Seoul's security burden 


Cut and share 


By Mark Clifford in Seoul 


he US has begun the delicate task 
i of paring back its presence in South 
Korea with the announcement that 
more than 2,000 of its nearly 45,000 troops 
will be withdrawn by mid-1992. An 
agreement to draw down US armed forces 
to about 38,000 is expected by the end 
of the year, according to a senior South 
Korean official involved with defence 
strategy. 
Budget blues in Washington and the 
dramatic thaw in the Cold War, along with 
South Korea’s growing military and eco- 
nomic strength, are behind the decision to 
pare the US presence. It is the first tangible 
sign of the US desire to move from a lead- 
ing to supporting role in South Korea's de- 
fence over the next several years. The po- 
licy of letting South Korea assume the lead 
in its defence, which was first stated pub- 
licly last summer, will see sweeping 
changes not only in US troop levels 
but in budget-sharing, the com- 
mand structure and the location and 
number of US facilities in South 
Korea. 

The cutbacks, announced on 
30 January, include consolidat- 
ing three of the five US air force 
bases in South Korea and eliminat- 
ing a squadron of 18 RF4C recon- 
naissance aircraft now based at 
Suwon. Air force bases at Kwangju, 
Taegu and Suwon will be deacti- 
vated, with some of the support staff 
being reassigned to the US complex 
at Osan. Following the announce- 
ment, South Korea said it would 
bolster its reconnaissance capabilities 
by purchasing nine additional RF4C 
aircraft in addition to the nine it already 
has. 

The cutbacks were announced less than 
three weeks before the arrival in Seoul of 
US Defence Secretary Richard Cheney on 
14 February. Cheney, who is expected to 
meet both President Roh Tae Woo and De- 
fence Secretary Lee Sa ng Hoon, will press 
the South Koreans to contribute substan- 
tially more than the US$300 million they 
now provide in direct financial assistance to 
support the US troop presence. The US 
spends an estimated US$2.6 billion an- 
nuallly on its forces in South Korea. 

The US wants Seoul to double its con- 
tribution in the next three to four years, 
with further increases in later years, accord- 
ing to analysts familiar with the US 


negotiating position. Given the mood 
in Washington, which sometimes hap- 
hazardly links Seoul's chronic trade surplus 
with the US, radical anti-Americanism, 
and the growing capabilities of the South 
Korean military, analysts say that Seoul 
must quickly boost spending in support of 
US forces in order to stave off deeper 
cuts. 

"There is a direct correlation between 
troop cuts and cost-sharing," says one 
Western analyst. “The more forthcoming 
Roh is on cost-sharing, the more per- 
functory the cuts will be." 

"We will increase [spending], but [how 
much] depends on our capability," says a 
senior South Korean official responsible for 
security affairs. This argument is a specious 
one, since South Korea could easily double 
its support. Indeed, this official said that if 
the US pulled out too quickly then South 
Korea would move rapidly to match North 





С! Joe set for a reduced role in South Korea. 


Korean capabilities, rather than continuing 
the more gradual build-up it is now pursu- 
ing. (Many independent analysts think that 
South Korea already has achieved a rough 
parity with the north, despite the north's 
numerical superiority. The official South 
Korean position is that its armed forces will 
not match the north until the early years of 
the next decade.) 

Politics and pride, not money, are the 
real issues as the two sides wrestle with 
new roles. Many influential US officials, 
especially those active or retired military 
officers involved in policymaking, are 
disturbed by what they see as ingratitude 
on Seouls side, despite more than 40 
years of US assistance. At a time when 
the US military is cutting back world- 
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wide, there is no support for making 
South Korea an exception, even though 
both politicians and military planners agree 
that the threat from North Korea remains 
unchanged. 
The South Korean stance is more com- 
plex, a mixture of national pride and a 
reflexive belief that the US should continue 
to play its traditional role as patron and pro- 
tector. In their hearts, many South Koreans 
resent the US military presence, and are 
ashamed of having to rely on foreign troops 
when North Korea does not. This senti- 
ment is shared by much of the country's 
élite, even those who are not anti-Ameri- 
can, and seemingly by some younger mili- 
tary officers as well. 
At the same time, South Koreans have 
become so accustomed to US protection 
that they regard any changes as a danger- 
ous betrayal of the ties between the two 
countries. Security offidals worry that 
any changes will start them down a slip- 
pery slope of rapid US disengagement. 
Moreover, those outside the military estab- 
lishment also worry about the domestic im- 
pact of a stronger military. 
But the announced troop cuts are 
only the beginning of what will be an 
extremely delicate transition, one which 
brings back painful memories of the 1970s, 
when both presidents Nixon and 

$ Carter pulled out US troops after 
only perfunctory consultations with 
the South Koreans. However, South 
Korean officials now are at pains 
to stress that they accept the need 
for changing military relations, in 
sharp contrast to their stance in the 
past. 

"I understand, [the cuts]" says the 
senior official responsible for sec- 
urity affairs. South Korean officials 
say they hope that the cuts will con- 
tinue to be limited to support per- 
sonnel and add that, unlike in the 
past, they are not worried that the 
"adjustment" of US forces will 
weaken the US ability to deter an 
attack from the north. ^We are more 
confident and flexible than in the 

past," says the official. 

The South Koreans accept the reduction 
in support personnel, but hope to avoid 
cuts in combat troops. Talking about the 
tooth and tail ratio, or the ratio of combat 
troops to support personnel, the South Ko- 
rean official agreed that "the tail can be 
streamlined." But he emphasised that 
"basic deterrence will remain unchanged 
for the time being . . . What will happen 
will be gradual and we will be consulted. 
The Korean armed forces [of 1990] are not 
the Korean armed forces of the 1970s or 
early 1980s." 

On the US side there is a broad consen- 
sus in Washington that the nature of the 
North Korean threat has not changed, and 
that any cuts must be made cautiously. m 
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Travellers Tales 


Shangkun, has asked the coun- 

try's 85-year-old patriarch, Deng 
Xiaoping, to be allowed to step down 
gradually over the next few months had 
more than a touch of macabre humour, 
providing a glimpse of the grinning skull 
beneath the liver-spotted skin. 

Deng has been promising for years to 
retire into the “second echelon” or to give 
up politics altogether; but he still manages 
to hang on as China's strongman, bereft of 
any senior party or government position. 
The pair remain in place as bullet-pocked 
monuments to their decision to send the 
tanks into Tiananmen Square, and a quar- 
ter of the world’s population is stuck with 
the burden of preserving their wizened 
faces. The sick joke is that Yang’s retire- 
ment would be presented as part of Deng’s 
stated intention of rejuvenating the party, 
leaving the politburo in the hands of a 


ast week's reports that the 83- 
| year-old president of China, Yang 


| bunch of septuagenarians. 


Shakespeare penned some harsh words 


about the fantastic tricks played before high 


heaven by man — "proud man, dressed in 
a little brief authority.” The antics of such 
angry apes were enough, he wrote, to 
make the angels weep. The tragedy is that, 
particularly as far as East Asia is concerned, 
the grip many proud men retain on author- 
ity is hardly brief. Mao was matched by 
Chiang Kai-shek, Syngman Rhee by Kim Il 
Sung, Ferdinand Marcos by Ne Win, Su- 
karno by Ho Chi Minh. But Africa and 
Latin America have had more than their 


| fair share. 


The London Economist animadverted 
on the subject recently, as each day of the 
last months of 1989 seemed to bring to 


| power a new East European leader and 


send an old one into overdue retirement. 
But, the publication commented, "there re- 
mains a handful of unloveable old rogues,” 
members of an élite club — the Survivors 
— who had been at the helm of the ship of 


| state for 20 years or more. 


Kim Il Sung is the club's Grand Old Man, 
who shares with other members the knack 
of pulverising opponents and with another 
long-term member, Singapore's Lee Kuan 
Yew, the evident intention of keeping 
power in the family (so did another mem- 
ber, Romania's Nicolae Ceausescu, until he 
was blackballed by his own people). The 
rest of the club's membership includes Ne 
Win, the Ivory Coast's Houphouet-Boigny, 
Morocco's King Hassan, Zambia's Kenneth 
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Kaunda, Tanzania's Julius Nyerere, Mala- 
wi's Dr Banda, Zaire's Mobutu Sese Seko, 
Libya's Col Gaddafi, with Syria’s President 
Assad becoming eligible for membership 
this year. The Economist did not list another 
long-serving helmsman, Suharto of Indo- 
nesia, possibly because it did not class him 
as unloveable. 

They will all share a common epitaph: 
L'état, c'était moi. 


The gravestones might also bear the 
inscription, Après moi le déluge — or, as 
Ceausescu might have put it in schoolboy- 
howler fashion, "The shower is after me." 
The French phrase has reportedly acquired 
a double meaning in Singapore since mid- 
1989, when the authorities instituted stiff 
fines on all those who failed to flush toilet 
bowls or urinals after using them. This fol- 
lowed a campaign to discourage those of- 
fensive people who urinate in public lifts, 
which led to the installation of detectors 
in the cars. These "sensed" the offence, 
whereupon those guilty were automatically 
imprisoned inside the lift while an alarm 
went off, summoning the guardians of 
law and order who duly rescued — and 
charged — those captured. 


Such petty restrictions (with Lee playing 
the part of Big Nanny) recently worried 
Colin Smith, correspondent of another 
London weekly, the colour magazine of the 
Observer. "Singapore is a fine city," was his 
lead. "They fine you for everything" — for 
littering, for smoking in public places, for 
driving across the Causeway from Malaysia 
with more than a full tank of petrol. They 
also fine (and indeed imprison, sometimes 
without trial) for various other alleged mis- 
deeds which do not cause so much public 
nuisance as private offence to Lee. 

The Observer article enabled Lee to re- 
peat his familiar justifications for pulveris- 
ing opponents and banning any foreign 
publication which takes an intelligent in- 
terest in Singapore (the restrictions on the 
republics domestic media were not men- 
tioned). He admitted to being a Big Nanny 
but denied being Big Brother, on the 
grounds that he still entertained such "im- 
pudent" questions (again, the fact that such 
impudence from a fellow Singaporean 
would not be tolerated was skipped over). 


Lee was the target of an American press 
campaign, he complained, with a straight 
face, one assumes. Nevertheless, he was 
apparently confident that he can dominate 
or manipulate those media he has not con- 
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trolled or banned: "Given two or three Tv 
opportunities in the US, I can demolish it. 
I'm prepared to meet . . . my accusers face 
to face on television. Let them show me up 
as an ogre, a demon, a Honecker." 

Presumably, Lee said this before East 
Germany decided to put its former dictator, 
Erich Honecker, on trial for treason, alleg- 
ing that had violated human rights, control- 
led the media and fixed elections. Join the 
dub, Erich. 


Nevertheless, the Observer seemed just as 
concerned with Singapore's crackdown on 
those lacking proper toilet training, head- 
lining its article The PM who fines you £50 
for not flushing the loo. Indeed, some 
law-abiding members of the public have 
been put to some inconvenience, if that is 
the word I'm looking for. It was the word 
used on a notice board, photographed by 
Robert Trott at the Singapore zoo, as his 
small son looked on, understandably con- 
fused: 





Even greater confusion could be caused 
by another sign, photographed by Perla 
Manapol, in the women's toilet of a newly 
constructed condominium block in Singa- 
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Our Executive Floor is opened. 


Beautifully refurbished rooms. Priority check-in and check-out. Complimentary continental 
breakfast and afternoon hors d'oeuvres in our exclusive lounge. A concierge to answer your every call. 
And a host of special privileges, room amenities and services too numerous to mention. 


THE WESTIN PHILIPPINE PLAZA 
Manila 


or reservations, call vour travel ee 
r Westin Hotels or direct phone 
danila 832-0701. Telex 40445 FILPLAZA PM 
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То meet growing competition, Asian airlines take their partners 


The mating planes 





By Michael Westlake 


Asian-Pacific airlines have at last made a basic discovery: 

being single is not always the best recipe for life, happiness — 

or economic well-being. While the theme song of the 1990s 
might not quite be "Let's Fall in Love,” at least marriages of con- 
venience are very much in the air. 

The courting will take the form of the pursuit of closer and more 
intense marketing and other commercial agreements, which 
started in the 1980s. The reason: the need to avoid being commer- 
cially isolated and therefore ripe for being swallowed by the so-call- 
ed mega-carriers in the US and the smaller but still relatively large 
major European airlines. 

Thai International has formed a link with one of the two major 
European computer reservations systems, 
Amadeus, while Asia’s Abacus now has 
Malaysia Airlines, China Airlines and 


EAE 


On other pages 


swap agreement with the US Delta Airlines, announced on 27 
October 1989. 

The deal, involving about 5% of Delta's shares and 3% of an en- 
larged 51А capital base, was undertaken as a means of blending 
schedules at shared destinations, joint operations, joint marketing 
and generally cooperating for mutual benefit. 

SIA's second tie-up was with Swissair, announced in mid- 
December, and involved a swap of about 5% of each other's equity 
and a similar plan for cooperation. In each case, the synergy ex- 
pected from meshing schedules and the individual carriers’ 
strengths in different areas of the world holds much promise of in- 
creased revenues and economies of scale. And intended joint pur- 
chasing at many levels, perhaps including ordering aircraft built to 
a common standard, could produce sub- 
stantial savings. 

In а similar but far more cautious vein, 


Philippine Airlines in addition to founders Orderbooks .......... UP os 9s 1 „40 Hongkong’s Cathay Pacific Airways agreed 

Cathay Pacific Airways and Singapore Air- ^ Singapore COL NAE (1. Fm. 42 to a deal with American Airlines (AA) in 

lines (9А). pM ores 44 Which Cathay's flights to Los Angeles from 
But SIA set what is almost inevitably АнанаНа: | 48 mid-1990 would connect with AA's flight to 

going to be the pattern for the future when, OF ENIM Г ЛЛ уг 52 San Francisco — with more such 

late in 1989, it announced two closer tie- Safety Mete o" tion being discussed. Cathay at present 

ups in fairly rapid succession, enabling мү eua "E = sees no point in equity swaps, though 


it to tout itself as part of a global airline 
system. First was a US$180 million share 
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it took insurance at its home base by join- 
ing the China International Trust and In- 
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second airline, Болле Dragon Airlines (Dragonair) in mid- 


мау: 
The sale of tiny, struggling Dragonair had been on the cards for 
onths, though the first public sign was the exit of shipping mag- 

Sir Yue-kong Pao's family interests from the airline in Novem- 
last year. In January it was announced that Citic now holds 
38%, Cathay 30%, Cathay's majority owner Swire Pacific 5% and 
ald Chao, son of Dragonair founder К. P. Chao, 22% of a cap- 
1 base enlarged to HK$800 million (US$102.6 million), with 
ninority interests holding the remaining 5%. 

- While Cathay said the aim of the deal was commercial, and 
pointed out that it has a contract to manage Dragonair, others be- 
ieved that politics provided the impetus. Although the companies 
will be kept separate, Cathay now has a buffer between itself and 
the Civil Aviation Administration of China, which has long had de- 
. Signs on routes through Hongkong. 

+ With Citic as a partner in Dragonair and already owning 12.5% 
Xf Cathay, it seems probable that traditionally bumpy aviation re- 
lations with China will become smoother, enabling Cathay to con- 
tinue its already massive expansion up to and beyond the return of 
Hongkong s sovereignty to China in 1997. 

—. Elsewhere in the region, British Airways (BA) was involved in a 
pro deal in which Japan Air Lines 
JAL) would wet lease BA aircraft from Lon- 
don to take JAL passengers onward to Euro- 
. pean cities, though this and a similar deal 
_ for BA in Tokyo have so far failed to come to 
_ fruition because of different perceptions of 
what comprises mutual economic benefit. 

- However, JAL was also talking with Lufth- 

а and Air France about joint cargo ser- 
vices, and seemed likely to become in- 
olved in at least this tie-up. 








hese Asian deals fell within a 
broad worldwide pattern of align- 
ments for mutual benefit which 
J. have been taking place for several 
ears. But the pressure is becoming 
stronger for the smaller Asian carriers to 
line up with larger carriers elsewhere to 
oid being squeezed out of markets in the 
nd towards mega-carriers. 
As usual, the US took a lot of abuse for using the power of 
s huge market to gain advantages in bilateral air traffic rights talks. 
e main abuse came from Europe, and various Asian carriers 
gan to worry that if push comes to shove, Asia's future access to 
d might become an unintended casualty of a Europe-US 


8 With Australian domestic deregulation promised for late this 
rear, it might have been expected that Qantas, Ansett and Austra- 
lian would be lining up prospective partnerships, especially Qantas 
'ecause of its geographical relative isolation as the country’s inter- 
tional carrier. 
jut Qantas seemed beset by wrangles between itself and the 
vernment, with bureaucracy slowing down any prospective 
ges, including funds it needs for expansion. Ansett and Aus- 
ian had other problems: the domestic pilots’ strike there put 
ich of the internal tourism industry at risk. 

y late 1989, the several months’ old strike over pay had been 
у overcome by a mixture of methods: using the Royal Aus- 
Air Force's meagre transport fleet on vital routes, inviting 
eign airlines to operate domestic sectors on a limited basis and 
'suading pilots from Ansett and Australian Airlines — who all 
icially resigned en masse — to cross the picket lines and be 

tated. — 

But this only restored at most about half of the previous net- 
rk, and though international flights remained busy, the gate- 
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ways fot. оге! gn tourists en enng the ту became ‹ 
while шош» destinations suffered huge Josse e di 
continues, with the government making it a watershed fo 

licy of wage restraint and many of the ов apparently e entrenched 
with their claims for better salaries. Many Aus ip 
have already given up, ашшы to work for Asian airlines 
instead. 

SIA became the first Asian carrier to introduce the 747-400 to the 
region, followed by Cathay. Both used the aircraft on regional ser- 
vices to build up experience with it before venturing on to long- 
haul routes. But a strike at Boeing put. another two months into an 
already delayed delivery schedule, in turn endangering peak-sea- 
son schedules for many carriers, as well as rendering doubtful 
many plans for disposals of older aircraft. With the strike resolved 
and certification work over, Boeing last month announced an 
intended cutback of up to 5, 000 workers. 

The chain reaction is still going on, with Boeing hoping to catch 
up with its 747-400 schedule by March. Adding to the capacity 
problem was the delay in final assembly of the MD11 at McDonnell 
Douglas, where the first flight of the MD11 took place last month 
after being postponed several times. 

With airlines ordering huge numbers of new aircraft — there is 
a backlog of more than 5,000 orders and options of all types 

through to the year 2000 — airport conges- 
` tion has become the major threat to expan- 
sion. After years of delay, a new airport to 
replace Hongkong’s overcrowded Kai Tak 
was finally announced last October. The 
first of two runways is to be opened by 
early 1997. The plan is part of a US$16.3 bil- 
lion airport and port package of infrastruc- 
ture designed to take Hongkong through 
well into the next century. 

Safety was relatively good in 1989 until 
the second half of the year. Burma Airways 
lost a Fokker F27, killmg all 29 people 
aboard, on a domestic flight taking off from 
Rangoon on 3 February — its fourth F27 
crash in less than two years. On 19 Feb- 
ruary, a Flying Tiger 747 freighter crashed 
into a hill near Kuala Lumpur while ap- 
proaching in poor visibility, killing the four 
crew on board. A Philippine Airlines 
ВАС111 domestic jet overran the runway 
on landing at Manila on 21 July, killing eight people as it ran into 
vehicles on a highway. 

On 27 July, a Korean Air DC10 crashed at Tripoli while trying to 
land in bad weather, killing 75 on board and four people on the 
ground. Late in 1989, Korean lost an F28 which crashed while tak- 
ing off on a domestic flight — no one was killed, though the aircraft _ 
was destroyed. On 26 October, a China Airlines Boeing 737-200 . 
crashed just after taking off from Hualien on a domestic flight, kill- 
ing all 54 on board. 

Ageing aircraft became a bigi issue during 1989, mostly i inthe US | 
though alarming incidents took place elsewhere. United Airlines 
had the worst incident, in which a belly hatch blew open during 
the climb of a 747-100 and took a large section of fuselage skin with 
it as it left the aircraft. Nine passengers were sucked out and killed 
in the February incident, which is believed to have been caused by 
worn latches on the hatch. . 

The only major incident in Asia turned out not to be related to 
aircraft age, though at the time it caused a scare. In December a 
Cathay Lockheed L1011 TriStar suffered a depressurisation caused 
by failure of part of the rear pressure dome behind the cabin. No - 
one was injured and the aircraft landed safely. The failure was 
caused by metal fatigue. An inspection of the rest of Cathay's Tri- 
Star fleet showed that one other aircraft was developing a similar 
problem — which was swiftly fixed — - and реши were being 


























| часок on all other TriStars worlds vide. 
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WORKING TOGETHER TO MAKE ASIA, NORTH AMERICA 


AND EUROPE PART OF THE SAME GLOBAL CONTINENT. 
AEROSPATIALE’S PIONEERING DEVELOPMENT OF CONCORDE 
HELPED MAKE SUPERSONIC TRAVEL A REALITY WHICH IS AS VIA- 
BLE TODAY AS IT WAS TEN YEARS AGO. AND NOW AEROSPATIALE 
IS PUTTING ALL THAT EXPERIENCE AND KNOWHOW INTO THE 
DEVELOPMENT OF THE NEW GENERATION SUPERSONIC AIR- 
CRAFT, THE ATSF. DESIGNED TO CARRY BETWEEN 250 AND 
ЗОО PASSENGERS AT SPEEDS CLOSE TO MACH З, THE ATSF 15 
DESTINED TO BECOME THE ULTIMATE EXAMPLE OF INTER- 
NATIONAL COOPERATION AND COORDINATION. WITH SINGAPORE 
NO MORE THAN THREE HOURS FROM TOKYO, AND TOKYO SIX 
HOURS FROM NEW YORK, THERE REALLY WILL BE ONLY ONE 
GLOBAL BUSINESS COMMUNITY. AT LAST. MEET THE TEAM. 
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Airline needs 
go up and up 
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k inancial results were strong virtually throughout the region 
g F during 1988/89, and led to a spate of new orders and options 
К J. as carriers attempted to catch up with levels of growth in de- 
. mand far higher than in most of the rest of the world. 

_ Highlights of 1989 for the region's airlines included: 

. . In North Asia, Japan Airlines (JAL) recorded a pre-tax profit of 
.. US$550.4 million in 1988/89, up 33%, mainly due to growing Japan- 
. ese outbound travel and a strong yen. But net profit was up only 
~ 3.2% at US$133 million. JAL had 20 747-4005 on firm order, of which 
. the first two were due to be delivered in late January following de- 
· lays due to a strike at Boeing. Also on firm order were four 767s 
. and one 747 freighter. It is also evaluating replacements for its 17 
- DC10s. 
j All-Nippon Airways decided to add to its already huge fleet of 
. 35 7675, with five more expected, by ordered 10 more 767-300s and 
. taking options on a further 10. It also ordered a further 20 747-400s 
. worth US$3.15 billion for delivery from 1992, bringing its total or- 
. ders for the type to 26. Net profit for 1988/89 was US$56 million. 
— A Japan Air System notched up a profit of US$118 million for the 
d Eu to 31 March 1989, down 31.5% largely 

. because of rapid expansion. It is replacing 
. its АЗОО fleet from 1991 with seven A300- 
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options on five more. | xti 
. Korean Air ordered a fifth MD11 and a 
. seventh and eighth MD82 twinjet, worth a 
. total of US$250 million, for delivery in 1991 
. and 1993 respectively. It also announced or- 
. ders for a further six A300-600s for 1990-91 
. delivery and seven more for 1991-94, plus 
four further options, taking its total Airbus 
fleet to 10 A300s and 20 A300-600s. Profit 
_ for 1988 was US$36 million, up 19%. 
= New rival Asiana, owned by the 
. Kumho transport group, ordered five 737- 
400s for delivery in 1992/93 with options on 
_ a further five, to replace six of the same 
type now on lease. It also ordered two 767- 
-. 300s and four 747-4005. 
. . China's airlines suffered a severe setback with the crackdown 
- following the 4 June Tiananmen Square upheaval in Peking, as 
tourism dropped to zero for a while. Business traffic picked up re- 
. latively quickly, but the airlines were forced to raise domestic fares 
_ abruptly by up to 77% to maintain expansion plans. Peking-based 
Air China announced its intention to buy 15 new aircraft in the next 
few years, ranging from 747-400s to Yun & turboprops, while 
Xiamen Airlines ordered three 757s for US$165 million. 

Taiwan's China Airlines (CAL) began withdrawing from some of 
| its unprofitable domestic routes, allowing new entrants to take up 
_ the slack with smaller p aircraft. CAL recorded its third suc- 
. cessive profitable year in 1988, racking up a pre-tax record of US$85 
... CAL now has on order five 747-4005, the first of which was due 
late in 1989, plus four MD11s and eight A300-600s. 

__ Upcoming Taiwan rival Evergreen placed orders and options 
_ for US$3.6 billion worth of aircraft — a total of eight 747-4005, four 
. 767s and 14 MD11s, with deliveries planned from 1992-97. The 
_ company, a unit of the giant Evergreen group with container ship- 
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ping and other transport interests, received government permis- 
sion early in 1989 to seek approval to fly both passengers and cargo 
to countries not served by CAL. 

Of the several small Taiwan airlines which have sprung up over 
the past two years to operate domestic routes, Foshing Airlines or- 
dered another Franco-Italian ATR42 twin-turboprop and three 
more ATR72s, in addition to its previous orders for five ATR42s 
and seven ATR72s. 

Taiwan Airlines ordered two Fokker F100s for delivery in July 
and November this year. 

Hongkong's Cathay Pacific Airways ordered 10 Airbus Indus- 
trie A330 twin-engined aircraft, with options on a further 10, worth 
up to US$2.2 billion to replace its fleet of 17 Lockheed L1011 TriS- 
tars from 1993. Cathay declared a net profit of US$174.3 million for 
the first six months of 1989, up 33%, but was facing increasing costs 
as local staffing becomes eroded by the continuing Hongkong 
“brain-drain” in view of the 1997 handover to China. 

Profit for the full 1988 year was US$364 million, and the airline 
expected only a modest increase over this amount for 1989. It pre- 
sold its entire fleet of 17 Lockheed L1011 TriStars while still seek- 
ing an 18th, and leased them back. It also ordered two 747-400 
treighters with two more on option, plus taking a further option on 
a freighter which may be a -200 or -400 model. 

Cathay has also committed to leasing a 747-400 in addition to 
those on order or on option, bringing its total planned fleet of the 
type to 29-30. Towards the end of the year, Cathay leased a 747-400 
from Air New Zealand for six months, with an option for a further 
six months. 

Hongkong Dragon Airlines (Dragonair) took a fourth 737-200 
into its fleet and committed itself to a short-term lease on a fifth for 
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the 1989/90 winter season. After loads took a dive following the tur- 
moil in China, traffic picked up towards the end of the year with 
higher-yield business passengers replacing tourists. A shift is ex- 
pected into 757s for greater range and capacity, though its plans 
were subject to review following Cathay's acquisition of a major 
block of its shares and the insertion of a new management team. 

New all-cargo-carrier Air Hongkong took on its second and 
third 707 freighters and received a new chairman in the form of 
Macau casino magnate Stanley Ho, who bought half the company 
for HK$44.9 million (US$5.76 million). The company, formerly 
purely a charter operator, opened its first scheduled service in Oc- 
tober 1989, to Manchester, in Britain. 

Further south, Philippine Airlines began phasing in a fleet of 
737-300s, planned to total 15 by 1993, to replace its ageing BAC111s 
on domestic routes. It already had seven Fokker 50s and seven 
Shorts 360s in service to replace elderly Hawker Siddeley 748s, and 
is set to have one of the youngest domestic fleets anywhere in the 
world. 

Additions to its long-haul fleet of seven 747s and two DC10s 
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TEAM WORK BETWEEN 4 EUROPEAN COUNTRIES 
AND ASIA’S MAJOR AIRLINES ASSURES EFFICIENCY 


ON THE GROUND AND RELIABILITY IN THE AIR. 
AIRBUS IS THE SUPREME EXAMPLE OF WHAT INTERNATIONAL 
COOPERATION CAN ACHIEVE. WITH THE EXISTING FAMILY OF 
STATE-OF-THE-ART AIRCRAFT (A 300, A 310 AND A 320) 
SOON TO BE COMPLETED BY THE A 321 AND THE LONG RANGE 
A 330 AND A 340, AIRBUS IS TODAY FULFILLING THE 
DEMANDS OF THE RAPIDLY EXPANDING ASIAN AIRLINE SYSTEM 
ON ALL ROUTES. IN THE ASIA PACIFIC AREA, ANA, ANSETT, 
AUSTRALIAN AIRLINES, CATHAY PACIFIC, CHINA AIRLINES, 
INDIAN AIRLINES, GARUDA, JAS, MAS, PHILIPPINE AIRLINES, 
SINGAPORE AIRLINES AND THA! AIRWAYS INTERNATIONAL 
HAVE ALREADY PLACED THEIR CONFIDENCE IN AIRBUS. JUST 
TWELVE MORE EXAMPLES OF HOW THE QUALITY OF THIS CREAT- 
IVE COOPERATION KEEPS US UP THERE... MEET THE TEAM. 
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were less certain, though planners said a total of 12 747s was likely 
by 1994. The medium-haul fleet of seven A300s was likely to grow 
to 14, though with which type was again uncertain. The airline was 
heavily involved in a run-up towards privatisation projected for 
1990, and was enjoying profits — US$14.5 million for 1988/89 — 
from increased tourism. However, this good run took a nosedive 
with another coup attempt later in 1989, and it remains to be seen 
how fast tourism will recover. 

Five other, far smaller, Philippine carriers applied for domestic 
routes in mid-year, and these plus a manpower shortage caused by 
higher wages overseas threatened to cut into profitability. 

Indochina became the subject of renewed interest by foreign air- 
lines as the Vietnamese troop pull-out proceeded in mid-1989. 
Hongkong’s Cathay and Air Hongkong filed applications to serve 
Hanoi and Ho Chi Minh City, with Air Hongkong saying it could 
start operating a 757 freighter from March and Cathay saying it 
could start r services before the end of 1990. 

A British/Hongkong-Vietnamese air service agreement would 
need to be negotiated first, though with Hang Khong Vietnam ap- 
parently keen to set up joint services using foreign carriers’ aircraft, 
this might be relatively easy. Malaysia Airlines said it wanted a 
route between Kuala Lumpur and Ho Chi Minh City, and Garuda 
began flights to the city in June. An Indonesian group expressed 
interest in setting up another airline in Vietnam, while JAL discuss- 
ed charters to Ho Chi Minh City and the Cambodian capital, 
Phnom Penh. 

Thai International became the centre of much unwanted atten- 
tion because of a bitter fight surrounding its expansion plans and 
intended privatisation. The battle involved the Finance and Trans- 
port ministries, the carrier's air-force-supplied president and 
former air force allies within the airline, and the “Gang of Five” 
“senior airline managers who had built up Thai over the years. 

Towards the end of 1989, a change of air-force chief — who au- 
tomatically becomes Thai's chairman — seemed likely to resolve 
much of the ill-feeling and loss of morale the dispute had brought 
to the staff. But a move by Thai to switch from engines supplied 
exclusively by the US' General Electric to Pratt and Whitney led to 
further unhappiness within the senior staff. 

Fleet ion is to include three 747-400s and four MD11s 
from 1990-92, three more A300-600s in 1991-92, seven 737-400s in 
1990-92, two Franco-Italian ATR42s and two ATR72s. A further 
four MD11s for which options are held may be changed into firm 
orders by mid-1990. 

Thai also ordered two more British Aerospace 146-300s worth 

. US$50 million, to bring its fleet of the type to four, and arranged to 
lease another. Plans to purchase a further three A300-600s were re- 
jected by the Thai cabinet, and various leasing schemes were under 
study instead. Operating profit for the first six months of its 1988/89 
year reached a record US$137 million, more than double the 
budgeted figure. 

Malaysia Airlines (MAS) — ended its 1988/89 financial year with 
a profit of US$74.2 million before tax, up almost 30%. It resolved a 
long-standing row with Britain over access to London by conceding 
the right for British carriers to use Kuala Lumpur as a regional hub, 
though in practice this seemed unlikely to give much away. 

MAS ordered eight A330s worth about US$90 million each for 
delivery in 1994/95 and took options on a further eight. The new 
aircraft will replace A300s on regional routes. The first of 10 Fokker 
50 twin-engined turboprops arrived in August to serve domestic 
routes. 

MAS was committed to six 747-400s, two of which were due to 
arrive during late 1989. The other four were due in 1990-94, and 
MAS held options for a further three. Also on order were 10 737- 
400s and six 737-500s for 1992-94 delivery, with options on a further 
16 7375. 

Singapore Airlines placed orders in January for a further 15 747- 
400s with options on another 15, plus five firm MD11s and options 
on 15 more in a pa potentially worth US$8.6 billion. These air- 
craft, for delivery from 1994-99, will replace siA’s 747-3005 as well as 
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providing for growth. SIA was already taking delivery of 14 747- 
400s, five of which arrived in 1989, with another six on option. 

It sold its four 757s, planning to replace them with three more 
A310s. Profit for 1988/89 was US$500 million, which was tipped to 
rise 32% to US$659.9 million in 1989/90. An agreement with Britain 
that British airlines could operate regional services from a hub in 
Singapore was the price of extra access to Britain, though as with 
Malaysia it seemed that this would be of little use to British airlines. 

Indonesia’s Garuda made a long-awaited announcement that 
most of its domestic routes, except those which connect with inter- 
national flights, will be transferred to subsidiary Merpati Nusantara 
Airlines before 1992. It also said a measure of privatisation could be 

, though no timetable was announced. 

Garuda was also embarking on an ambitious modernisation 
plan because the cost of chartering extra capacity was expected to 
reduce its 1989 profit to less than 1988's Rps 128 billion. It plans to 
acquire six 747-4005 from 1994, six MD11s from 1991, nine A330s 
from 1996, 12 F100s from 1993 and 15 737-300s, two of which ar- 
rived early in 1989. Most if not all of these new aircraft will be 
leased. 

The narrow-bodied jets being phased out will go to Merpati, 
giving more leverage to private airlines Bouraq and Mandala in 
their long-standing quest to end an official ban on any carrier ex- 
cept Garuda flying jets. 

Air Niugini decided to re-launch a weekly joint non-stop service 
with Cathay between Hongkong and Port Moresby, using Air 
Nuigini's A310. The new service replaces the previous route via 
Manila, which now becomes an end-point. 

Qantas achieved a record profit for the 1988/89 year of US$137.4 
million, but rapid expansion strained its facilities. Privatisation was 
looming, though not immediately, and the carrier was asking for 
A$6 billion (US$4.76 billion) in loans to fund expansion. Chief 
executive John Menadue resigned after the government advertised 
his job and ordered him to re-apply for it, a move officially in- 








SINGAPORE SHOW 


French, Soviets 
push at Changi 


ore than 750 aerospace-related companies, airport au- 
M thorities and industry groups from 30 countries will be 

touting their wares or their expertise at the fifth Asian 
Aerospace Exhibition in Singapore from 14-18 February. 

This year's biennial show, at the Changi International Exhibi- 
tion and Convention Centre, on the eastern edge of Changi Inter- 
national Airport, has broken all previous records for bookings. 

Space for displaying aircraft in the ground has been doubled, in 
line with the number of aircraft to be shown. Indoor exhibition 
space is up by 50%, while the number of chalets reserved for cor- 
porate meetings and lunches has nearly tripled from 28 in 1988 to 
77 this year. 

Of particular interest this year is a major French presence, fol- 
lowing up a big drive begun at 1988's show. Avions Marcel Das- 
sault is to bring two Mirage 2000 fighters, two Alphajet trainers and 
an Atlantique marine patrol aircraft, while Aerospatiale's Singapore 
agent Samaero will be showing four helicopters — a Super Puma, 
a Dauphin and two versions of the Ecureuil — plus a Trinidad and 
a Tampico light aircraft. 

The Franco-Italian ATR72 regional airliner, recently certified and 
entering service, will also be present, and Thomson CSF and other 
French electronics manufacturers will be showing off radar sys- 
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tended to open up jobs in t-held companies to private- 
sector talent. Qantas ordered a further two 747-400s (with options 
on a further 22) and three more 767-300ERs, all for 1990 delivery, 
taking its total orders to 10 and eight respectively. 

Air New Zealand leased out its first 747-400 to Hongkong's 
Cathay late in 1989 because of a contract dispute with its pilots, 
about 50 of whom had been trained on the aircraft. A second 747- 
400 is due to arrive in August 1990 and one more on option for de- 
livery in 1992. The carrier reported a profit of US$43 million for the 
year to 31 March 1989. The New Zealand Commerce Commission 
gave final approval for the sale of the airline for US$369.2 million to 
a consortium comprising Qantas, American Airlines and JAL. 

To the west, Biman Bangladesh Airlines was expecting an 
operating profit of US$6.7 million to 30 June 1989, following two 
years of losses. It was choosing aircraft to replace its three 707s, al- 
ready sold, and was starting work on a new maintenance base. Or- 
ders were placed for three British Aerospace Advanced Turboprop 

ional aircraft, with deliveries to start in April. 

Royal Nepal Airlines is to decide in 1990 whether to buy 767s if 
more 757s cannot cope with rising demand. The carrier began fly- 
ing to Europe for the first time in October 1989 — from Kathmandu 
to London via Dubai and Frankfurt, and was due to add Paris to its 
network in 1990. 

Air-India managed to rebound from a record loss of US$25.3 
million for 1987/88 to a profit of US$23.7 million in 1988/89. Yields 
have risen dramatically, with a better mix of traffic attracted by 
new, non-stop flights following new agreements with pilots about 
greater duty-time limits. Management estimates that 10-15 more 
aircraft will be needed by 1995, but has so far placed orders only for 
two 747-400s for 1992 delivery and two more for 1993, plus two 
more A310-300s for this year. 

y domestic Indian Airlines became the first Asian carrier 
to operate the A320 on 2 July 1989 — but suffered a birdstrike with 
the aircraft only two days later. The aircraft, the first of 31 on order, 





Soviet Su27 fighter: two versions on display. 


tems, instruments and navigation equipment. The French aero- 
space industry grouping Gifas has put together a large display of its 
members' wares, and two distinct groups of French defence com- 
panies have booked space. 

Although there is a strong defence presence at the show, civil 
aircraft are also prominent. Among a large Soviet presence this 
year will be an Ilyushin 196 four-engined airliner, a type the Soviets 
have high hopes of selling to Western airlines, taking part in the 
daily flying display. "S | | 

The Soviets are also bringing two helicopters, two versions of 
the Sukhoi Su27 fighter and an Su26M piston-engined aerobatic 
aircraft known for its spectacular manoeuvres at air displays. 

Early hopes that the Soviets would also bring the world's largest 
aircraft, the six-engined Antonov 225 freighter, have come to no- 
thing. It seems that as only one has been built so far, Soviet au- 
thorities were unwilling to risk it encountering problems far from 
home. And the huge An124 shown at the 1988 Asian Aerospace is 
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was rapidly returned to service. It was hoped that the new aircraft 
would resolve a capacity crisis, brought about partly by media 
sure to reduce utilisation and step up maintenance, and by 
scheduling disruptions caused by eight unions seeking wage in- 
creases. 

Domestic Indian carrier Vayadoot, jointly owned by Air-India 
and Indian Airlines, continued to struggle with debts variously es- 
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timated at US$25-40 million. Passenger numbers were claimed to _ 


have increased by 25-50% a year, reaching a total of 860,000 in 1988. 

Air Lanka began to look as if a profit — though a small one — 
might be within reach during 1989/90. The huge outflow of cash 
from its 1979 inception, which in 1986 led to the management being 
replaced by the government, was stemmed to the point that an 
average loss of about US$18.1 million a year was reduced to a 
US$3.68 million loss for 1988/89. Air Lanka managed to record a net 
surplus for six months of the year, but progress was curtailed by an 
upsurge of terrorist activity in Sri Lanka which cut load factors by 
about 20% towards the end of 1988. 

Pakistan International Airlines (Р1А) placed orders for three more 
A310-300s plus three options in a package worth up to US$350 mil- 
lion, with deliveries due from 1991. It also placed an order worth 
US$300 million for two 747-00s for 1995 delivery. It bought four 
more F27s second-hand. Plans for privatising about 15% of PIA 
were being mooted. Profit for 1988/89 was US$25.4 million, up 
25.1% in rupee terms on the previous year but an increase of only 
6.7% in US dollars because of currency fluctuations. 

Gulf Air announced a five-year expansion plan involving 10 


new destinations in Asia and Europe. It claimed an 8% rise in rev- 


enue for 1988 and hoped for a further 11% in 1989, adding four 
more 767s during the year to bring its current fleet up to six 767s, 


eight 737s and 11 TriStars. Also, 12 A320s were being acquired, - 


with six options, and 12 A321 stretched versions of the aircraft were 


ordered. It reported a net profit of US$6.8 million for 1988/89, its. 


first for three years. e = Michael Westlake 
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also unable to appear this time — it is too busy flying charters in 


and out of Singapore as a direct result of its 1988 appearance. 


Chinese companies have changed their emphasis from aircraft. 


to equipment, though one Y12 commuter airliner is to appear. 
Other Chinese exhibits include electronics and precision machinery 
for manufacturing. This is in line with other Asian man i 
companies at the show, which are showing tools, jigs, die-makers 
and equipment for making structures from composite materials. 


Of the 56 aircraft expected at the show, 15 are to take part in the 


hour-long flying display each day. All other operations stop at 


Changi's airport to make the display possible, an arrangement _ 


which was first set up for 1988's show. 
The show is the focal point for six conferences in the city before 


and during the exhibition, starting with the Financial Times Confer- _ 


ence on Aerospace in Asia and the Pacific Basin on 12-13 February. 
Other conferences on the same days are Force Modernisation, Air 
Freight Asia '90, New Challenges in Aircraft Maintenance and En- 
gineering and a helicopter-oriented meeting entitled the Asian Ver- 
tiflite Seminar. These are followed by the Asian Airports '90 confer- 
ence on 15-16 February. 

With all aviation sectors growing faster in Asia than anywhere 
else in the world, each conference is certain to attract a lot of atten- 
tion. But of particular note are Air Freight '90, because of the 13% 


growth rate in air cargo expected in the region, and Asian Airports 


"90, because of the five major airport projects planned worldwide, : 


three are in the region — Osaka, Hongkong and Sydney. 

On the industry side, of special note is a big push by the US 
Federal Aviation Administration (FAA), whose regulatory systems 
are followed by many Asian civil aviation authorities. The FAA is to 


use the show to explain what it can do for local industries in the re- — 


gion, and is to give presentations on maintenance of ageing aircraft 
as well as methods of certification for locally-built aircraft. 





DEREGULATION 


"The myth of 





open skies 


E ore than 10 years after deregulation reshaped the US air- 
E M line industry, waves of liberalisation of varying intensity 
are sweeping other parts of the world. But not all is well 
with the process of liberalisation, particularly in the US, where it all 
started, and some of the malaise seems likely to spread via Europe 
to affect Asian airlines. 
^ Partnerships between airlines, such as those between Singapore 
.. Airlines (SIA), US-based Delta and Europe's Swissair, are not only 
forward-looking in marketing terms, they are also defensive. The 
fear is that with different levels of freedom developing in different 
| parts of the world, new barriers may be erected in the process so 
. &s to protect existing markets. 
| The intention of the 12-member European Community (EC) to 
remove internal trade frontiers by the end of 1992 will create what 
. elsewhere is a cabotage area — a region of effectively domestic 
. routes barred to foreign airlines by government fiat in most coun- 
. tries. 
The EC also intends to negotiate as a bloc with the US for traffic 
. rights after 1992, because of perceived inequalities in previous bila- 
. teral air service agreement (ASA) talks — and this 
. has prompted alarm among Asian airlines about what 
. they fear may be a "Fortress Europe" which will hurt 
_ them 


È Quite apart from the fear of the possible loss of 

existing traffic rights between cities within the EC, 
E Asian carriers now face the emergence of mega- 
. carriers in Europe — or partnerships which amount 
. to the same thing. The worry is that these giants’ 
. marketing power could swamp the generally smaller 

Asian airlines in their home bases by offering more 
convenient, direct connections in Europe, just as 
is offered by US carriers in their closed domestic 
. market 


b 


E In this sense, it is hardly surprising that libera- OSS Pa 
. lisation has been described as a myth and deregula- Race for ma 


. tion as a mistake by aviation legal specialist Prof. 
. Henri Wassenbergh, who recently retired as an adviser on interna- 
. tional relations to the Dutch national airline KLM. 
" His point was that liberalisation depends on expanding mar- 
| kets, so that airlines have a motive for pushing beyond limits im- 
. posed by bilateral ASAs. Also, he says, deregulation in the US 
. would have happened anyway under market pressure, but 
| perhaps in a more orderly fashion than the wholesale overnight re- 
. moval of controls. 
. . His opinions seem to be borne out by history. Although the US 
. made a big issue of deregulation, it was only able to impose it 
within its own borders from 1978. The international markets are 
controlled by a complex framework of bilateral ASAs, the original 
basis of which were set down by the Chicago Convention of 1944, 
the key agreement which set the style of post-World War II inter- 
. national civil aviation. 
| But even within the US alone, the removal of controls on mar- 
ket entry, pricing and choice of routes to be flown have led to re- 
. sults unforeseen by deregulation's architects. Because of this, the 
. EC is determined to proceed much more cautiously with liberalisa- 
tion, and thus avoid some of the excesses which have occurred 
within the US. 
| In particular, of more than 100 airlines which started ир 


wa 





rket share. 


as a result of the new freedom within the US, more than 30 
folded their wings relatively rapidly. Today, according to the trade 
magazine Avmark Aviation Economist, only three of the “upstarts” 
remain which have not gone under or been absorbed into larger 
carriers. 

As a result, eight giants or “mega-carriers” now control 92% of 
the domestic US traffic, and various US legislators are calling for 
the government to impose controls on their activities — in effect, a 
bid for re-regulation. 

While such calls from congressmen are not generally seen as 
likely to result in a return to pre-1978 regulation, there has been ac- 
tion from the US Government to restrict moves by foreign airlines 
trying to protect themselves by taking stakes in US carriers. 

US law forbids a foreign airline from taking more than 25% of a 
US carrier, but late in 1989 KLM was barred by the Department of 
Transportation from taking more than 20% of Northwest Airlines 
in a buyout organised by financier Alfred Checchi. The scaling 
down of KLM’s offer included the mandatory cutting back of further 
KLM funding for the buyout, no matter how that funding was 
to have been “protected” from giving KLM undue influence over 
Northwest. 

This, apparently, has been taken as a firm warning: hands off 
US airlines. Other equity stakes taken have been in the range of 5% 
(Singapore Airlines in Delta) to 10% (Scandinavian Airlines System 
in Texas Air, owner of the giant Continental Airlines). These stakes 
serve to reinforce cooperative marketing and scheduling agree- 
ments by emphasising mutual financial benefits to staff at each air- 
line 


Faced by existing US mega-carriers from across the Pacific and 
the prospect of an EC bloc to the West, Asia's carriers might be for- 





given for feeling more than a little paranoid. If individual Asian na- 
tions find difficulties obtaining a measure of equality in negotia- 
tions with the US, then surely this is likely to be the case with 
the EC? 

A conference to discuss the potential problems with 
"Euroderegulation" for Asian carriers was organised by Pakistan 
International Airlines in Lahore in mid-December 1989. Speakers 
from the EC protested in vain that an EC bloc would be intended 
to "redress the imbalance" in air services with the US, and not to 
fight Asian countries. 

But Asian representatives responded that if a bloc approach was 
used against the US, it would inevitably be used against Asia 
merely because the bloc existed. 

The Asian position was summed up by Malaysia Airlines man- 
aging director Tan Sri Abdul Aziz, who said that the EC's intended 
internal liberlisation sounded straightforward to the EC because it 
would bring market growth and economies of scale. But for outsid- 
ers it creates alarm because such a grouping seems to be prepara- 
tion for an attack. 

In any fight between the US and the EC, he said, the danger is 
that the EC might create protectionist policies. While these might 
indeed be intended as a defence against the US, there is a natural 
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Today it's called the Pacific Rim. Twenty-five years ago we called it ап oppo 
We got in on the ground floor. Building production facilities. Training skilled personnel. Providing customer 
support where it's needed. Close to the customer. 
The downside is, the Pacific Rim is no single market. It's almost a dozen economies strewn across half the globe. 
But the upside is that A. those economies are 
0 


We really gO out of our way booming. And Thomson-CSFs 


and commitment — first made bac 


for our customers. are paying handsome dividends. 
With programs and contracts that stretch all the 


way from Japan in the north to New Zealand 5000 sea miles to the south. 

And all the way from traveling-wave tubes for Japanese satellites to our advanced submarine combat 
system developed with Rockwell International for the Aussies to air traffic control for a half-dozen 
countries throughout the region. Like Indonesia, Australia and New Zealand. 

Today veer’ talking about the Pacific Rim. We've 


been doing something about it for the past twenty-five years. A THOMSON-CSF 
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In the new world of international 

travel the boundaries between East 

and West are rapidly fading. One 

airline understand this. Cathay Pacific. 

We pioneered ultra long-haul inter- 
continental flight. Bringing the world 

closer to our home, Hong Kong. Every 

= flight we make is international, with 


flight attendants from 10 Asian lands. 


When it comes to helping you arrive in 


better shape, we know no boundaries. 
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fear that the ЕС will tread on small countries’ aspirations їп the pro- 
cess. 

The EC’s declared intention is to fight the US over the issue of 
cabotage, because of unhappiness about being denied access to the 
huge US domestic market while US carriers have gained wide ac- 
cess within Europe through US negotiators being able to pick off 
individual countries in bilateral talks. 

Aziz said that while he does not doubt the EC's good intentions 
towards Asian carriers, the worry is that the US-EC problem may 
make Asian countries worse off — and further access to Europe is 
already becoming difficult. The only way for Asia to react, he said, 
is together, in a loose fashion at first but as a tight grouping if 


While some general principles of the EC’s plans were made 
clear, there was confusion about how and when these might be 
implemented. This was primarily because, as EC representatives 
freely admitted, much new legislation had yet to be written, lead- 
ing to the irony that more rules must be created before old rules can 
be scrapped. 

But what became clear was that EC ownership clauses will re- 
place present airline nationality requirements, so that theoretically 
any EC-owned and EC-based airline will be free to operate on any 
EC route. This cuts across the concept of territoriality inherent in 
bilateral ASAs, and will require the renegotiation of all existing ASAS 
within the EC and between EC countries and the rest of the world. 

Also, the EC will negotiate ASAs as a bloc, leading to worries 
about how much future access will be permitted for outsiders, 
though it was stated that existing rights will be “grandfathered” 
through. 


owever, it obviously leads to the possibility of an 

Asian airline asking, for example, for an extra flight beyond 

Frankfurt to London, being told it can only have Frankfurt- 
Nice instead. While this might satisfy EC administrators’ possible 
concerns about airport congestion and development of thin routes, 
it might well leave all other parties unimpressed. 

The only other certainty gleaned at the conference was that the 
EC will demand reciprocity in AsAs. Nominally, reciprocity is the 
basis of all existing ASAs, but different nations interpret it in differ- 
ent ways. 

The US, for instance, seeks reciprocity of economic benefits, by 
which it regulates international services through traffic flows, not 
necessarily numbers of services. But the EC's liberal regimes such 
as the Netherlands' prefer to talk about reciprocity of opportunities, 
by which they mean matching numbers of services and letting the 
market decide who carries the most traffic. 

According to Wassenbergh, the US approach demonstrates that 
its claim to be a liberal regime is false. His argument is that while 
about 30 US airlines have traffic rights to Amsterdam, KLM is the 
only Dutch airline with rights to the US. 

But while KLM has, he said, about 80% of the US-Netherlands 
market, it is being denied more flights to the US. He said that it is 
hardly KLM’s fault that only a handful of US airlines have chosen to 
use their traffic rights to the Netherlands, or that the market has ap- 
parently decided in favour of KLM. 

Wassenbergh also said that in bilateral talks the US was the 
strongest negotiator, and so supported the present bilateral system 
because it works to its advantage. And he predicted that the only 
“clean” solution for EC-Asian carrier talks would be so-called mir- 
ror-reciprocity, matching services between end-points. 

This would, however, seem to eliminate beyond-rights, and it 
would make multiple designation — rights for more than one air- 
line from a particular nation — a potential minefield to negotiate. 

The consensus of the conference was that the EC had too much 
to do in too little time to achieve the changes it wants in aviation 
policy, and that Asian nations need more information before form- 
ing a negotiating bloc. But no one has yet suggested any practical 
alternative to the bilateral ASA system which does not carry the risk 
of creating more problems than it solves. ш Michael Westlake 
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AUSTRALIA 


Grounded as 


rules change 


By Jacqueline Rees in Canberra 


ustralia's aviation industry, still beset by the effects of the na- 
А tion’s longest running airline labour dispute, and facing the 

challenges of proposed partial deregulation this year which 
will ensure substantial changes to services and their costs, is now 
confronted by the prospect of still more rapid change. 

Australia’s domestic two-airline policy, which has restricted 
major interstate passenger services to the federal government's 
Australian Airlines and privately owned Ansett Airlines since 1952, 
is to end from October this year. In principle at least, an “open 
skies” policy is to prevail on domestic routes. 

But two major reports on the aviation industry delivered at the 
close of 1989 have recommended further change, including higher 
levels of foreign investment in Australian domestic aviation, more 
generous landing rights for international carriers other than the 
Australian flag carrier, Qantas, and the entry of Air New Zealand 
to domestic services in Australia. 

Both the present Labor government and the Liberal-National 
Party opposition coalition have expressed approval for some of 


Hawke: strike-maker to strike-breaker. 


these recommendations. Should whichever party is in power after 
the forthcoming federal election implement them, the aviation 
landscape in Australia will change even more dramatically. 

The restructuring process has been hastened by the strike by 
Australia’s 1,647 domestic pilots, which began in August 1989 
when the pilots demanded a 30% wage rise. The pilots reacted to 
refusals by Australian Airlines and Ansett to consider the demand 
by resigning en masse. 

Australian Prime Minister Bob Hawke, gambling on surveys 
which showed only about 8% of his voters were regular air travel- 
lers, threw his weight behind the airline bosses. Hawke's rationale 
was that Australia could not afford a wages explosion — claims are 
limited technical to around 6% — and that any airline concession to 
the pilots would precipitate one. 

So Australians had the strange spectacle of Labor prime minis- 
ter who had come to office via the nation’s top union job declaring 
"war" on the pilots, authorising the use of the military to help 
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break the strike and inciting the airlines to use common law agains 
the strikers. The opposition remained totally ineffectual as the anti- 
strike provisions of their own platform were invoked and endorsed 
by the government, which allowed overseas aircraft and crews to 
abet strikebreakers and authorised some A$50 million (US$38.4 
million) of public money to subsidise the continued employment of 
other airline workers during the dispute. 

Thousands of jobs within the tourist industry have been lost, 
however, and many private businesses have gone to the wall. 
Qantas chief John Ward described the effect of the dispute on the 
tourist industry as devastating. The industry lost an estimated 
A$400-600 million in the last quarter of 1989 and international air- 
line officials argued that despite government protestations to the 
contrary, it would take up to two years before the domestic avia- 
tion industry regained credibility among North American and Ja- 
panese tourists in particular. 

Australian domestic airfares, already among the highest in the 
world, rose another 5% in January to help meet the costs of the dis- 
pute. Also, some of Australia’s most experienced pilots were lost to 
the country — by the end of January an estimated 300 senior pilots 
had taken positions with companies abroad. 

Reports of pilot departures have exacerbated public apprehen- 
sion about air safety in Australia, Frequent reassurances by politi- 
cians that Australia’s enviable reputation for air safety was not in 
jeopardy have done little to relieve the doubt as the dispute drag- 
ged on into 1990. 

Ironically, if there were any beneficiaries, they were Ansett 
and Australian Airlines, 
which early in this dis- 
pute found in it an ideal 
avenue for streamlining 
pilot numbers in readi- 
ness for the October 
deregulation. The ter- 
mination of the old 
agreement will remove 
present controls on im- 
porting aircraft to Aus- 
{тайа and remove con- 
trols on the amount of 
passenger capacity that 
may be provided by 
each trunk airline and 
some regional airlines. 
It will also mean that 
the government is no 
longer involved in deter- 
mining air fares and will 
allow new domestic 
operators to fly the 
major Australian trunk Pressure for Trans-Tasman access. 
routes. 

Some foreign investment in established Australian airlines or 
new domestic airlines will be permitted, but where the applicant is 
a foreign international airline already operating services to Austra- 
lia the level of equity will be limited to less than 15% in any one 
domestic operator. Qantas and other international airlines will not 
be allowed to carry domestic passengers on regular services — 
once the special regulations introduced during the present strike 
are lifted. 

In September last year, the Industries Assistance Commission 
(IAC) handed the government a report which criticised the new po- 
licy for not going far enough. In particular, the IAC observed that 
the relaxing of restrictions on domestic operators would not allow 
for the entry of new competitors into the domestic market on equi- 
valent terms. The crucial factor in determining whether additional 
carriers could enter the market was access to airport terminals, it 
said. 

Australian Airlines and Ansett have negotiated long-term leases 
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— 20 years with the option of a further 10 — on domestic air ter- 
minals. Although they will be expected to sub-lease to new carriers 
after October, the stranglehold they have will disadvantage new 
entrants to the market. The IAC and other critics insist that the gov- 
ernment will have to renegotiate the leases for existing terminals, 
provide new or additional common-user facilities or allow private 
interests to develop new facilities if new carriers are to be encour- 
aged. 

Another IAC recommendation, discussion of which can be ex- 
pected to gain momentum, is the removal of the distinction be- 
tween domestic and international markets so that Qantas could op- 
erate on Australian domestic markets and some Australian domes- 
tic carriers could operate as international airlines. "There is no ob- 
vious reason why this could not be done fairly quickly without af- 
fecting existing bilateral agreements," the report notes. "Such a 
step would increase competition on the domestic market . . . This 
would simultaneously provide Australian airlines with the oppor- 
tunity to achieve economies in the use of aircraft, induce more 
competition and efficiency into the provision of aviation services 
and provide travellers with a wider range of choice." 

It would also pave the way for the entry of Air New Zealand — 
in which Qantas has a 20% holding — to the Australian market. 
Pressure has been mounting within Australia for some years to 
open Australian domestic routes to Air New Zealand and encour- 
age bilateral free trade across the Tasman Sea. 

Some arguments for linking international and domestic services 
within Australia have been strengthened by the pilots' dispute, 
during which the prece- 
dent of using several 
international carriers on 
domestic routes was es- 
tablished. More than 19 
foreign aircraft with 
their own crews flew 
Australian domestic 
routes, ferrying domes- 
tic passengers, during 
the latter part of 1989. 
Interlining rights, in 
which international air- 
lines carried passengers 
booked with other air- 
lines оп domestic 
routes, also set a prece- 
dent during the dispute. 

Prof. Ross Garnaut, 
in his report to the Aus- 
tralian Government last 
October on Australia 
and the economies 
of the region, argued 
that 
strengthening such links between domestic and international ser- 
vices in Australia “would be greater than in any other country be- 
cause of Australia’s long domestic routes and low population, 
served through many international airports.” 

Some of those airports, however, are themselves a problem. All 
reports, investigations and surveys on the commercial aviation in- 
dustry in Australia in recent years have condemned the delays, 
congestion and general inefficiency of Sydney airport in particular. 
Although the present government made a decision to build a third 
runway at Sydney, most critics feel this is nothing more than a 
band-aid measure. | 

Garnaut advocates opening airport services to private in- 
vestment by way of shaking the Federal Airports Corp. (FAC), 
the body set up in 1988 to plan develop and operate major air- 
ports, into action through competition. Judging by events to date, - 
the FAC and the government certainly need a prod from some- 
where. # 
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6 During the 1970s, the industry became enamored with 
larger and faster jetliners and lost sight of the fact that 
the majority of air travelers were flying short- to medium- 
range flights. We needed aircraft designed to service this 
very large segment of the market. USAir has based a large 
share of its fleet plan on aircraft with the operational 
flexibility to perform well in short- and medium-range 
markets. We concluded that the 
Fokker 100, with its superior 
economic performance and low 
breakeven load factor requirement, 
combined with excellent 
passenger appeal, is ideal 

for many routes on the 

USAir system. 9 9 
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marketing doesn't just 
happen. It takes astute analysis 
of countless variables... and the right 






With the 
Fokker 100, airlines 


choice of aircraft. For many carriers, the are assured of the superior 
best investment in fleet modernization is the quality that is an integral part of the Fokker 
Fokker 100. It's the ideal complement to an tradition. Quality that converts to consistent 
operator's existing 130-160-seat fleet. No other dependability so essential for successful high- 
jet makes better economic sense when flying frequency operations. 
short-to-medium stage lengths on low- The Fokker 100. Its value as an 
density routes. investment becomes clearer year after year. 
With the lowest trip-mile expense of any jet Balance sheet after balance sheet. 


and seat-mile costs comparable to 150-seat aircraft, 
the low annual operating costs of the Fokker 100 
generate considerable savings — and earn 


higher profits. 
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Fokker Aircraft, Amsterdam, Holland 
Fokker Aircraft U.S.A., Alexandria, Virginia 
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New problems 
replace old 


ith new aircraft such as the Boeing 747-400 arriving in ser- 
vice in ever-increasing numbers, and with many Asian 
carriers boasting younger fleets than in most other parts 
of the world, passengers could be forgiven for assuming that 
“geriatric jets” and their maintenance problems are a thing of the 
st. 
i so. The list of what more cynical observers call BFO (bits 
falling off) incidents has grown since the most spectacular episode, 
the Aloha Airlines Boeing 737 which lost most of the top of the for- 
ward fuselage over Hawaii in April 1988. Perhaps the worst case 
was the loss of a forward cargo door from an ageing United Air- 
lines 747 — with the loss of nine lives — near Honolulu in February 
1989, 

Other incidents include two 737s and one 727 from which en- 
gines fell off, three 737s on which engine fan blades departed vio- 
lently, a 727 on which a small section of 
fuselage blew open, various early-model 
747s on which wing-flaps have fallen off in 
flight, and a ОС10 on which the break-up 
of an engine destroyed all three hydraulic 
systems. 

Not all of these incidents were due to 
age. The 727 engine's departure is believed 
to have been caused by “blue ice" — leak- 
age from a forward toilet drain which froze 
into a large lump, broke off and travelled 
through the engine. 

This, it is believed, caused the engine to 
seize, producing tremendous torque forces 
which twisted the engine, positioned be- 
side the tail, off the aircraft — as intended 
by the 7275 designers in such an event, 
rather than transmit the huge forces 
through the engine mountings and into the 
tail structure. But one must wonder why 
such an apparently simple chain of misfor- 
tune could not be prevented. 

The DC10 incident, in which the air- 
craft crashed while attempting to land 
using engine power alone to control its de- 
scent and its direction, was also not caused 
by age of the aircraft. But it could be said 
that a long-standing design inadequacy 
contributed to it. 

The tail-mounted centre engine’s front fan broke up and came 
off its shaft, throwing out lumps of metal which travelled through 
the tail and severed all three hydraulic systems, causing the loss of 
all fluid and hence of all flying controls. As a result, hydraulic 
“fuses” (which cut off the flow of hydraulic fluid) are to be installed 
in case of such incidents in the future. 

But the DC10 is not the first wide-bodied jet to suffer disruption 
of hydraulic systems in the tail. Some years ago on a Lockheed 
TriStar, the centre-engine’s fan came off and cut three out of four 
hydraulic systems, inspiring a re-think about vulnerability. And a 
747 crashed in Japan in 1985 after a chunk of an incorrectly repaired 
pressure dome disrupted all four hydraulic systems. Hydraulic 
fuses were among modifications required for the type. 

It seems that the DC10’s lack of such fuses slipped through the 
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system, regarded as unnecessary by its designers or the govern- 
ment regulators who approved its design and continued to work 
with the manufacturers to monitor its safety. 

The thinking may well have been that such an incident was so 
unlikely as to make such protection unnecessary. And indeed, the 
fan's break-up has since been attributed to a defect during its cast- 
ing, using a process which has since been superceded. 

But as with the Aloha 737, whose structure was formed using a 
style of cold-bonding no longer in use, changing a manufacturing 
system alone is not enough. It enhances safety in future models, 
but leaves time-bombs in older aircraft unless action is taken to fix 
such potential problems before they happen. 

In principle, aircraft can go on flying for ever if they are properly 
maintained, their structures inspected and parts replaced according 
to schedules laid down by the manufacturers and approved by reg- 
ulatory authorities. In practice, some airlines are better than others 
at preventive maintenance, some of which can be legally deferred 
over specified periods of time. 

But with demand for seats outstripping supplies of new aircraft, 
many older aircraft are likely to continue in operations far beyond 
their expected lives. For this reason, manufacturers and regulators 
have been setting up new programmes of inspection and repair to 
try to eliminate most of the new problems with older aircraft. 

Manufacturers in the US formed a task force in 1988 with reg- 
ulators at the Federal Aviation Administration and the airlines to 
look at ways of terminating various safety-sensitive modifications 
which had previously been allowed to be 
performed over relatively long periods of 
time. 

In short, there was a change of attitude 
from so-called on-condition maintenance, 
or effectively “if it’s not broken, don't fix it 
until close to the deadline," over to the pre- 
vious safe-life concept, or "either fix it or 
ground it, but do it now." 

By March last year, the task force had 
looked at about 700 service bulletins relat- 
ing to work required on Boeing aircraft, and 
reclassified about 170 of them as items 
needing fixes instead of merely inspections. 

The work included some 60 items on 
737s, 70 for 727s and 40 for 747s, mostly in- 
volving cold-bonded skin joints on 727s 
and 737s plus corrosion-prone belly skins 
and stress-prone top skins, as well as 747 
nose frames and skins. This additional 
maintenance will cost an estimated US$142 
million for US-registered aircraft alone over 
about four years. 

In September 1989, the task force re- 
ported on the McDonnell Douglas fleet, 
finding many similarities but requiring 
DC9 landing gear to be replaced in addi- 
tion, while not ordering skin joints to 
be replaced because Douglas had not 
used the cold-bonding process. 

Some 22 items need to be fixed on older MD80s, 52 on DC9s, 52 
on DC8s and 33 on DC10s. Total cost for the worldwide fleet is es- 
timated at about US$563 million. Regulators elsewhere have agreed 
with the US findings. 

Virtually all the work is programmed to be needed at various 
stages of service life, so that different fixes will be performed at dif- 
ferent numbers of total flights for each type, thus prolonging safe 
life. 

Europe's Airbus Industrie has made its own safety audit, and 
has said that except for corrosion which will need to be fixed by one 
unnamed operator, no particular problems were found. 

All manufacturers with older types have been performing safety 
audits for many years in any case, tearing down retired or scrapped 
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aircraft to see if anything unexpected was developing. In the event, 
they have said that nothing new was found in terms of cracks de- 
veloping, except for corrosion spreading faster than expected in 
some individual cases. 

The difficulty with this is that operators use their machines in 
different environments, and sometimes circumstances combine in 
the worst possible way. The Aloha incident was one such example, 
in which one of the earliest 737s built was flying large numbers of 
short flights in a hot, humid and salt-laden atmosphere, so that the 
spread of corrosion was accelerated beyond previous expectations. 

But now that all parties have agreed that action is necessary and 
have set it in motion, the next stage is for airlines to find the en- 
gineering capacity to cope with the fixes when they arise. A current 
shortage of such capacity worldwide has already set off expansion 
plans at many existing facilities, among which are Asian main- 
tenance facilities such as Aerod in Malaysia and Singapore Aircraft 
Maintenance Co. 

With the problems associated with older aircraft apparently 
catered for, it might seem that the future should be easier for en- 
gineers. But again, not so, or at least not necessarily so. 

As designers lean more and more heavily towards electron- 
ics in aircraft cockpits and systems, as in the 747-400, and in 
flight controls as in the Airbus A320, worries are developing 









about the amount of reliance being placed upon computers. 
Aircraft electronics have to operate in a hostile environment. 
Humidity at cruising altitudes can drop to 5-8%, creating condi- 
tions ideal for static electricity to cause problems unless the bond- 
ing between metal parts of the aircraft is perfectly maintained. 
Also, while the 747-400's electronics have been described as 
"good as gold" by operators when they are left running, if the air- 
craft is shut down overnight, then the computers tend to generate 


spurious warnings on being restarted the next day. 
В-ти iit breaker once tot 

to cure an airborne fault. But, under pressure to get an air- 
стай out on time, if a spurious warning occurs on the ground, 
mechanics tend to try as many resets as it takes to clear the prob- 
lem. 

The situation is akin to turning a personal computer on and off 
in rapid succession if it refuses to boot up correctly, a procedure 
hardly likely to prolong its working life. 

Another method of curing an electronic problem is to re-rack a 
piece of equipment concerned by pulling it out and re-inserting it 
in its rack. In theory, this will make sure than all the connectors at 
the back of the box are firmly seated. In practice it may seat some 


ecause of computers' sensitivity to voltage surges, aircrew 








Air arms race 
builds tensions 


By Tai Ming Cheung 


he rapid buildup in Asian airpower in the 1980s shows few 

| signs of easing in the 1990s. Spurred on by local arms races, 

lobbying from industrial circles and national pride, air forces 

are acquiring increasingly potent aircraft, which because of their of- 
fensive characteristics have contributed to military tensions. 

Airpower has been the centrepiece of the region's arms build- 
up, with air forces receiving priority in defence allocations to em- 
bark on ambitious modernisation and expansion programmes. 
Many of the region's air forces who entered the 1980s flying Korean 
War vintage jets such as F86 Sabres or MiG 15 fighters have traded 
them for the latest hi-tech Soviet, US or European models. 

The Japanese Air Self-Defence Forces is the best equipped air 
force in the region, outside of the US and Soviet Union. Its inven- 
tory of more than 360 fighters includes McDonnell Douglas F4 and 
F15 interceptors, semi-indigenous Mitsubishi F1 ground attack 
fighters and Grumman E2C Airborne Early Warning (AEW) aircraft. 
In addition, the Japanese maritime air arm possesses among the 
most capable anti-submarine warfare assets in the world, with 50 
Lockheed РЗС Orion and 30 P2] maritime reconnaissance aircraft, 
and more than 100 dedicated helicopters. 

These forces are arrayed against a formidable Soviet lineup. 
While Moscow is currently embarking on a major reduction of its 
armed forces and blunting their offensive edge, including a cutback 
of 120,000 troops from its Far East theatre, US and Japanese officials 
say Soviet military capabilities in Asia are still being beefed up. This 
includes introducing the latest types of combat aircraft, such as 
MiG29, MiG31, Su25 and Su27 fighters and the much feared Tu-26 
Backfire and Su-24 Fencer nuclear capable bombers. 

This significant enhancement of Soviet offensive capabilities has 
been an important factor in explaining the still tense military con- 
frontation between Tokyo and Moscow, in stark contrast to the 
general easing of East-West military tensions. It is the air threat that 
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Top of the line . . . 


Japanese defence planners are most concerned with when asses- 
sing the Soviet military threat. 

Soviet arms transfers to its Asian allies have contributed to 
keeping military tensions in other parts of Asia high. The introduc- 
tion of MiG23 and more potent MiG29 fighters into North Korea's 
combat inventory in recent years have alarmed South Korean de- 
fence planners who see it as a serious threat to the peninsula's de- 
licate military balance. In response, Seoul ordered 120 McDonnell 
Douglas F/A-18 fighters in January which it hopes will e the 
balance. North Korea has 650 combat aircraft compared with South 
Korea's 450, though the South maintains the technological edge. 

Pakistan's decision in mid-1989 to acquire 60 improved General 
Dynamics F16C fighters in addition to the same number it 
has in service sparked considerable concern among Indian defence 
officials who said they would match the Pakistani acquisitions. 
Since partition in 1947, the two countries have engaged in a costly 
arms race to build up their air forces, especially following three con- 
flicts in which air superiority has been the key factor. 

Since the early 1980s, the Indian Air Force has embarked on a 
particularly aggressive expansion programme, which has seen its 
combat fleet grow from 620 in 1980 to more than 830 this year. Pre- 
viously reliant on 1950s generation British Canberra, Hunter and 
Gnat bombers and fighters, the Indians have spent considerable 
sums acquiring state-of-the-art MiG29s, Sepecat Jaguars, Sea Har- 
пег jump jets and Mirage 2000 fighters. And though the defence 
budget was not increased last year, the air force's share of appro- 
priations grew, while the army and navy saw their funds cut. 

Besides the US, Islamabad has looked to France and in particu- 
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pins while loosening others, and if done with power on is like pull- 
ing a personal computer's plug out of the wall and re-inserting it. 

While any of these actions may solve the immediate problem, 
the worry is that they will create further problems later through 
what is called “computer-wounding.” This is the partial burning 
through of insulating layers inside computer chips, which over a 
period of years is feared may produce random failures. 

In short, a piece of equipment taken off an aircraft as unservice- 
able may pass bench tests, be put back in an aircraft and then fail 
to perform as specified at a later date — when again, no specific 
fault may be found. 

The result is likely to be a huge stock of spare pieces of equip- 
ment being rotated around an airline's fleet, in none of which any 
specific fault can be found in the workshop but all of which drop 
off line at various times in aircraft. Apart from the cost of delayed 
flights, workshop time and the inventory of spares, there is also a 
large element of worry for crews about aircraft systems. 

A further worry has been generated by the huge amount of 
computer software required by new aircraft, particularly those with 
only “fly-by-wire” flying controls operated via computers and with 
no manual back-up systems. At present, the only such type is the 
A320, and Airbus has gone to enormous lengths to ward off any 


possible multiple failure. 






In the face of fears that the software for such an aircraft is too — 
vast ever to be guaranteed bug-free, Airbus required different. 
teams to write their own software to perform the same tasks on : 
computers from different manufacturers, though it obviously — 
pushes up manufacturing costs. 

But the computer-wounding worry remains, and much work is 
being done to find ways of ensuring that reliability can be main- _ 
tained in normal airline service. | 

It is not just mechanics who may have to change their ways of 
dealing with computers. Modern so-called glass cockpits, in which 
information is processed, combined and then presented in video- 
game style on large screens, are proving a boon to aircrew who no — 
longer have to monitor huge numbers or dials each presenting à 
single fact. | 

But though crews’ reactions have been favourable, some unwel- _ 
come trends have been noticed and have become the subject ofin- 
tense study. 3 

In particular, the need to input new data into an automatic pilot 
or flight-management system is being found to demand one crew- 
member's undivided attention. With a two-man crew i 
the norm, this can remove an essential monitor of the flight's — 
progress at crucial times, such as during an approach to a busy 
airport. п Michael Westlake 
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. .. Mirage 2000 (left), US F15. 


lar the Chinese in building up their air force. Pakistan has some 90 
Mirage 5 and III fighters, and tried unsuccessfully last year to pur- 
chase 60 more mothballed Australian Mirages. To make up for the 
technological backwardness of Chinese models, and take advan- 
tage of their relative cheapness compared to Western models, the 
Pakistanis have purchased large numbers of Chinese fighters and 
refitted them with Western avionics systems. The air force took de- 
livery of 50 Chinese F7P fighters last year, the latest additions to an 
inventory of more than 300 Chinese jets. 

The Thais have more doubts in buying Chinese aircraft. Air 
force commanders has been unimpressed with the capabilities of 
the F7M fighter which they are being urged to buy by the govern- 
ment to take advantage of special "friendship terms" from Peking. 
A reshuffle of the air force command last October has seen the sale 
put on hold, with the new air force commander, Air Chief Marshal 
Kaset Rojanin, saying he would prefer US or Western fighters. 

Nevertheless, given tight budgetary constraints, it seems likely 
the deal will eventually be signed. The F7M, at US$3 million 
apiece, is between 10-20% the price of alternatives such as the F16 
— which the Thais already operate — or the European Panavia 
Tornado fighter-bomber. 

The Thais' desire to go for more sophisticated Western jets 
rather than cost-effective if less modern Chinese models is reflected 
among its coun in the rest of Asean. Singapore, who can af- 
ford to buy what its air force demands, has been embarking on à 
major modernisation and expansion programme, buying F16 and 
Northrop F5E fighters, E2C AEW aircraft, as well as refurbishing its 
sizeable fleet of А45 Skyhawk ground-attack fighters. 
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Malaysia, which probably could not afford such a hefty moder- 
nisation overhaul, has nevertheless agreed a complex multi-million _ 
dollar part-cash, part-counter-trade arms agreement with Britain. 
The air force's share in the package is a dozen Tornado 
bombers and also the updating of the country's point air defence | 
system with Rapier surface-to-air missiles. The Tornados will bea _ 
significant boost to the air force's ageing combat fleet, especially as — 
it has had serious reliability problems with its A4 Skyhawks. 1 

While most states continue to depend on Soviet, US or Euro- 
pean aircraft manufacturers, a growing number of countries are 
now endeavouring to indigenously develop their own combat air- _ 
craft. Furthest along this road is Taiwan. Last November saw ће _ 
inaugural test flight of its first Indigenous Defence Fighter (IDF). 

The IDF was the direct outcome of the 1982 Sino-US 5 i 
Communique П when the US agreed to Peking’s demands to - 
phase out its arms sales to Taiwan. Without access to foreign 
weapons suppliers, the Taiwanese government instructed the mi- _ 
litary-run Taiwan Aero Industry Development Centre to begin de- — 
velopment of a Mach 2 state-of-the-art fighter that would allow 
Taiwan to maintain a fighting edge over the Chinese across the | 
Taiwan Straits. The IDF, which owes much of its technology to the 
F16, will enter production this year. The Air Force has ordered 250 
fighters. 4 

After wrenching political troubles between Tokyo апа Wash- 
ington on technology transfer terms over co-development of the 
FSX fighter project, a modified version of the F16, formal notification _ 
was given in May 1989 that development would begin. US com- — 

ies will receive a guaranteed 40% share of production, planned 
for 1993. US politicians and industrialists have feared that the pro- - 
ject would give Japanese industry free access to US defence and _ 
aerospace technology. р 

Some analysts believe the FSX project will give the Japanese de- 
fence industry much needed experience and allow it to produce - 
fighters on its own in the future. Japanese defence manufactur- 
ers such as prime contractor Mitsubishi Heavy Industries and. 
Ishikawajima-Harima Heavy Industries will gain access to technol- - 
ogy and knowhow in important areas where vei lag behind, such © 
as the development of a sufficiently powerful fighter engine and 
phased array radar. 

South Korea will co-produce 78 of the 120 F/A18 fighters it is - 
buying from the US, with Samsung Aerospace Industries as the - 
prime contractor. The agreement will give a major boost to the nas- - 
cent South Korean aircraft industry, although it is a long way off 
before it can even begin thinking of developing its own aircraft. 
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ASIA PACIFIC 


Eastern shift 
for space orbit 


By Brian Jeffries 


ver since Sputnik-1 was launched nearly 33 years ago, the 

Jy у= Ase has been долга ted by the US and the Soviet 

Union, with Western Burope bringing up the rear. Space 

es in the Asia-Pacific region have been far slower to de- 

velop. The signs are, though, that in the 1990s the region will start 

coming into its own, so that by the early years of the 21st century 

it could be a major participant in the exploration, exploitation and 
colonisation of space. 

The past year has been full of portents pointing in this direction. 
In particular, Japan, the region’s most advanced nation in space 
technology, re that its primary goal in the coming decade 
will be to establish its own manned presence in space. This com- 
mitment — subject as always to the provision of adequate funding 
— was contained in a new 10 year policy, published by the Space 
Activities Commission (SAC) which reports to the prime minister. 

It envi Japanese astronauts operating a Japanese section of 

the Freedom US-international space station, which is due to be 
built in orbit in the latter half of the 1990s; the construction of an 
unmanned Japanese shuttle, to be known as HOPE, which is being 
designed to dock with the space station; the introduction of Japan's 
powerful new H2 rocket, which among other things will be used to 
launch the Japanese shuttle; and the first flight by a Japanese as- 
tronaut into space in 1991 aboard a US shuttle to perform scientific 
and industrial experiments in the microgravity of space. From 
these beginnings, Japan hopes to establish an independent pre- 
sence in space in the early years of the next 
century. 
But 1989 was not without its frustrations for 
the main Japanese space agency, NASDA, 
which is responsible for bringing these plans 
to fruition. The maiden launch of the H2 was 
delayed for one year until 1993 because of 
problems encountered in developing the roc- 
. ket's main engine. The launch dates for the 
two sections of the Japanese Experimental 
Module which will be attached to Freedom, 
were also delayed by at least eight months to 
the last two years of the century by NASA, the 
US space agency. 

The fact that NASA failed to consult fully 
with NASDA and the other international 
partners on the rescheduling, caused by 
budgetary problems, created considerable fric- 
tion. Japan's Institute of Space and Astronaut- 
ical Science (ISAS) also received a major boost 
from the SAC; it was given the go-ahead to de- 
velop a new and more powerful rocket which 
will allow it to launch unmanned spacecraft to 
explore the Moon, planets and other bodies of 
our solar system. ISAS demonstrated its exper- 
tise in January by using its existing rocket to 
launch two small satellites to orbit the Moon, 
becoming only the third nation to do so after 
the US and Soviet Union. ISAS has plans to re- 
turn to the Moon and send a probe to Venus 
in the second half of this decade. 

Such activities confirm Japan in its role as 


Japan's H2 rocket and shuttle. 





Asia's major space power. But plans being devised in Australia to 
establish the world's first private-enterprise spaceport (all existing 
launch sites are government controlled or supported) on Queens- 
land's Cape York Peninsula surpass them in sheer audacity. It is 
from here in 1995 that the Cape York Space Agency (СҮЅА) hopes 
to start launching satellites, blasting them into orbit aboard Zenit 
rockets supplied by the Soviet Union. 
More than half the world's commercial satellites are at present 
sent into orbit by Europe's Arianespace consortium from its launch 
site near the equator in French Guiana. The position of the launch 
site means that less fuel is required for launches into geostationary 
orbit, where most satellites are placed. The CYSA launch site gives 
it advantages comparable to those of Arianespace. АП other launch 
sites are much further north of the equator. 
The СҮЅА project, which has support from Japanese and US 
companies, recently received the qualified blessings of both the 
Australian federal and Queensland state governments. But before 
construction can start, CYSA must satisfy them that the spaceport 
will not have an adverse effect on the environment and also be ac- 
ceptable to Aboriginies in the area. It must also establish that there 
will be no restrictions imposed by the US on Western satellites 
being launched by Russian rockets; most Western satellites are 
either manufactured in the US or contain US components. 
None of these hurdles appears insurmountable, however, and 
the for CYSA carrying out its first commercial launch, as 
planned, in 1995, look good. Competition from the Cape York 
spaceport, though, could undercut China's ambitions to gain a firm 
foothold in the lucrative market for launching Western satellites. 
These received a major boost in December 1989, when President 
Bush agreed to allow three US-made communications satellites to 
be launched by Chinese Long March 3 rockets. By exempting the 
satellites from military and economic sanctions imposed after Pe- 
king's brutal suppression of the pro-democracy movement, Bush 
ensured that China would be able to go ahead with plans for its 
‘irst commercial launch in April. 
China's Ministry of Aeronautics and Astronautics is under pres- 
sure to sell its launch services to help meet the costs of its own 
space programme and also provide foreign 
currency needed to finance the country's 

É modernisation plans. Thus, it has a great 
deal riding on a successful first commercial 
launch; failure could bring into question 
Australia’s plans to launch the other two 
satellites approved by Bush aboard Long 
March rockets in 1991 and 1992. The pros- 
pects, though, look good, as China has 
a strong record of successful launches behind 
it. 

China has been launching satellites for 
almost 20 years, but soon it may not be 
joined in the space field by Taiwan, which 
announced late last year that it hopes to 
launch its first scientific satellite into low- 
earth orbit aboard a Taiwanese rocket by 
July 1994. The National Science Council 
has been given the job of working out ex- 
actly how this should be done, and details 
are expected to be made public very soon. 

If the ambitions of Australia and Taiwan 
to venture into space are both realised, it 
will give the Asia-Pacific region five na- 
tions with space . If these are 
built upon, it also means that the region will 
play a major role, if not the predominant one, 
in the major businesses involved in colonising 
space, which will start to become reality in the 
21st century. = 


Brian Jeffries is d effries is deputy editor of Asia Technology 
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PHILIPPINES 


The mentally ill, often abandoned by relatives, live behind bars 


Inside the asylums 


By Margot Cohen in Manila 


or 15 years, Frederick Beucler spent 
| | ре of his time in a dark, pad- 
locked cell. Few visitors inter- 
rupted those years of confinement 
in mental hospitals in Manila and Bataan. 
The 38-year-old mestizo had been the only 
child of an airline executive and a university 
dean, he had received an élite education 
and went on to manage a handicrafts firm. 
But suddenly both parents died, and when 
he was 24 he suffered a nervous break- 
down. Although he could have afforded 
treatment in a private hospital, his relatives 
placed him in a public mental asylum. 

“We don’t have a future,” said the 
gaunt Beucler sitting in the courtyard of the 
Mariveles Mental Hospital in Bataan last 
year. “We spend our whole lives inside the 
hospital. Sometimes our families abandon 
us, and we're left here to die. They can't 
send us home because our families doft 
like us." 

Last November, Beucler was released, 
one of some 17,000 patients deinstitutiona- 
lised since 1986 as part of an Aquino ad- 
ministration scheme to improve wretched 
conditions at the archipelago's six mental 
asylums and focus on community care. The 
release of patients such as Beucler is part of 
the story of the mental health system in the 
Philippines, a story of well-meaning gov- 
ernment initiatives thwarted by lack of 
medical personnel and funds as well as by 
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| Lombok is the smaller of two islands east of Bali which to- 
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Letter from Lombok 
| sie Lombok is a Bali in the making. Sepa- 
rated from Indonesia's popular holiday 
island by a narrow stretch of water, Lom- 
of being transformed 
into what the brochures will most likely 
' describe as a new and exciting destina- 
tion for the sunseeker. Quite what this 
Á. will mean for the majority of Lombok's 2 
million people, many of whom live below the poverty line or 
. dose to it, is a question asked by few of the troupes of tourists 
. who currently make their way to Lombok. y 
who live on the island, it is clear that they are not first in line to 


bok is on the verge 


social prejudices. Many of the released pa- 
tients have been rejected by their relatives 
only to be readmitted into asylums that 
have only marginally improved. 

A recent tour of five regional public 
mental institutions revealed scene after 
scene of patients crammed behind bars, 
some without clothing, sleeping on dirty 
concrete floors and receiving scant medi- 
cal attention aside from electroconvulsive 
therapy and doses of psychotropic drugs. 
Beucler — who has managed to escape this 
fate — likens himself to a concentration 
camp survivor. "Everyone keeps telling me 
to forget,” he says. “I can't forget.” 

In 1986 President Corazon Aquino's 
new secretary of health, neurologist AI- 





Women at the Trece Martires Hospital. 
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independence until a 
the authorities to giv 
Surabaya. In the case of Lombok, nothing really 
a disastrous famine in the mid-1970s killed an estimated 40,000 
people. By the late 1970s, aid | 
cycle of poverty wrought by endemic water shortages and rapid 
population growth I less fiercely. m 

The cyde, though, has by no means stopped. о years ago 
an extended dry season resulted in widespread food shortages. 
Since then the rains have been more reliable and dry-cropping 
techniques have caught on. Even so, the government maintains 


fredo Bengzon, decided it was time for the 
government to review its mental health 
services and upgrade them. “At the Davao 
hospital, everyone was naked, and two- 
thirds of the people had tuberculosis," re- 
calls Dr Baltazar Reyes, chief of Bengzon's 
new Project Team on Mental Health. The 
food situation was equally desperate. “Ве- 
fore, if you threw a banana peel inside the 
ward, everyone would grab that peel," says 
a hospital worker. One young male patient 
had been kicked to death by his cellmates. 

Such neglect has been typical through- 
out Asia and elsewhere in the developing 
world, where often the stigma attached to 
mental illness pushes it down the list of 
government priorities. Scarce public health 
funds compound the problem. “It’s hard to 
make a case for an elaborate mental health 
system when very basic health needs are 
not being met," says Dr Robert Fisher, an 
American consultant. 

In a survey of the Western Pacific — de- 
fined as China, Vietnam, Malaysia, Japan, 
South Korea, Fiji, Laos, Brunei, Guam, 
Papua New Guinea, and the Solomon Is- 
lands — a World Health Organisation re- 
port released in December concluded: 
"mental health services are fragmented and 
involuntary admissions are enforced with- 
out any legal basis. Also, there is a lack of 
trained manpower in psychiatry, and in 
some countries, a massive exodus of edu- 
cated people is worsening the situation." 

The last point is particularly apt in the 


ther constitute the province of Nusa Tenggara, initi ad- 
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early years of independence — ап 


arrangement which left the native Sasak of Lombok 


since the 17th century when the 


Balinese first made it a colony. Up until the mid-1970s Lombok 
was a neglected backwater, mistrusted by the central 

ment because of the staunchly Islamic beliefs of its people. 
part of Indonesia received scant attention after 
spate of regional revolts eventually forced 
more time to parts of the country east of 


until 
began pouring in and the grinding 
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Philippines, a country plagued in every 
field by a brain drain. Some 2,000 Filipino 
psychiatrists are practising in the US, 
leaving only 220 to handle the load at 
home. Assuming that 1% of any country’s 
population is affected by severe mental and 
neurological disorders, that leaves one psy- 
chiatrist for every 2,681 gravely disturbed 
Filipinos. And given that 60% of Filipino 
psychiatrists are concentrated in Manila, 
the mentally ill in the countryside have little 
hope of obtaining medical care. “Most of 
the psychiatric cases are in jails in 
the provinces,” says Reyes. 


or psychologists, Filipinos tend 
to rely on extended family mem- 
bers and priests or traditional ' 
healers, who administer herbal 
potions ог perform  exorcisms. 
When that fails, their relatives 
sometimes hide them. "We still 
receive patients who have been 
confined in a room for three years, 
eight years" says Dr Benjamin 
Molina, staff doctor at the asylum in 
Davao. 


e need some kind of 

psychiatric revolution 

here," says Dr Vicente 

Cabuquit, a former pre- 
sident of the Philippine Psychiatric 
Association. "The attitude toward mental 
illness is as pervasive in the so-called edu- 
cated class. They still think of schizophrenia 
as caused by ‘evil spirits,” or they try acu- 
puncture, acupressure, and other sorts of 
rubbish.” 

When it came to devising a strategy for 
reforming the mental health system, mem- 
bers of the project team decided that break- 
ing the cycle of families abandoning 
their mentally ill relatives was paramount. 
Hence, in 1987, they introduced the Acute 
Crisis Intervention Service (ACIS), which re- 
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quires the relative of any would-be patient 
to remain with the patient in the ward for 
72 hours. After 72 hours, the patient is 
either discharged or kept for another two 
weeks and evaluated again. 

For relatives, staying in an aslyum can 
be painful. During one evening at the ACIS 
ward in Mariveles, a bewildered mother 
stared out the window, trying to block out 
the cries of a son resisting electroconvul- 
sive therapy. ACIS has cut down on long- 
term admissions — Reyes says only 6-776, 
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Waiting for a psychiatric revolution. 


down from 15%, of the patients now qualify. 
Deinstitutionalisation has been the other 
main objective of the project team's re- 
forms. But that programme, too, has been 
hampered by the social disdain directed at 
those with mental problems. The numbers 
are impressive: the National Centre for 
Mental Health in Manila has reduced its 
patient population from 7,000 to 2,789 
(though the hospital was built for 2,500). 
With fewer people to care for (there are 
about 10,000 patients in the public hos- 
pitals now), the hospitals have managed 







to add medical personnel, maintain steady 
supplies of psychotropic and other drugs, 
improve their facilities and work with the 
community. 

But hospital administrators and psychi- 
atrists say that releasing patients has been a 
disappointing experiment, largely due to 
rejection by relatives. At the asylum in 
Trece Martires, Cavite, one-third of the 294 
patients are ready for discharge, but their 
families refuse to take them back. "They 
even get politicians to write a letter saying, 

Please extend the stay of the pa- 

tient,” and you can't do otherwise," 
complains Dr Rolando Erfe. Many of 
; those who were sent home returned 
after a few weeks. Frustrated by un- 
necessary confinement, about five 
` patients escape from the Cavite hos- 
pital every month. 

"We have received so much 
negative feedback," says National 
Centre for Mental Health adminis- 
trator Isabelo Banez. "These people 
we have discharged are roaming the 
streets aimlessly, a danger to them- 
selves and the community. There 
has been an upsurge in street people 
in Manila and the neighbouring pro- 

The only real solution, Ignacio 
and other psychiatrists say, is to take 
mental health care out of the hospi- 

tal ànd into the community. With less than 
20 medical students a year graduating from 
psychiatric residencies, the Philippines can- 
not hope to produce a sufficient number 
of psychiatrists. As a result, the National 
Centre for Mental Health has over the past 
three years trained 600 general practitioners 
from the provinces to handle psychiatric 
emergencies. A similar programme for 
nurses begins this month. Other groups 
have been training community health 
workers to treat mental problems in a fam- 
ily setting. * 


15 FEBRUARY 1990 


famine warehouses on the island with enough rice stock to feed 
the whole population for two years. 

The tourist visiting Senggigi beach in westem Lombok 
would find it hard to detect the extensive poverty that still pre- 
vails in rural Lombok. Malnutrition, for example, often is not 
obvious. The island's rate of child mortality, invisible to the 
casual observer, is probably the highest in Indonesia. Protein 
deficiencies in children produce a reddish tint in their hair 
which can easily be mistaken for the effect of the sun. By one es- 
timate, 40% of children on Lombok are mildly malnourished. 
“Undernourishment is hard to see and therefore hard to fix,” 
says one foreign aid worker. 

If one asks, residents are willing to complain about their local 
officials. Not enough is done for the people who live here, runs 
the common complaint; officials prefer repairing roads and 
building dams which leave physical proof of their efforts for vis- 
iting dignitaries to see. Road construction is in fact going at a re- 
markable pace. Deep in the southeast of Lombok, construction 
workers are rushing headlong over the sun-parched and barren 
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limestone hills to reach the coast at Kuta. Here the nearby 
beaches of Tanjung A'an and Selong Blanak are perhaps among 
the best in the region. Here, too, influential businessmen from 
Jakarta are buying up land to build luxury hotels. 

А brief visit to the villages in this area reveals a disturbing in- 
cidence of land-grabbing which leaves the villagers angry but 
helpless. The hotel developers are taking advantage of poverty 
and lack of business savvy to deprive the locals of their land for 
virtually nothing, local non-governmental organisations say. At- 
tempts to interest foreign aid agencies in funding education pro- 
grammes in land rights for residents drew no response because 
of the influential interests involved in the land deals. 

Worse is to come. If the developers have their way, the aim 
is to build up very exclusive resorts in the area. Unlike the Bali 
model which appears to provide opportunities for petty com- 
merce for almost everyone, the maintenance of that “unspoilt, 
deserted beach" in Lombok, is likely to involve fewer local 
people and may result in those who live by fishing in the shal- 
lows having to leave altogether. m Michael Vatikiotis 
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Home is where the quota is 








Refugees from Vietnam by Carol 
Dalglish. MacMillan, London. No price given. 


By the end of 1981, 85,000 Vietnamese 
refugees had been resettled in countries as 
far apart as Denmark and Argentina. In Ref- 
ugees from Vietnam, Carol Dalglish sets out 
to identify the social policies that arise 
when the mass settlement of refugees takes 
place, particularly in an unfamiliar social 
context, and to offer ways forward which 
would allow the resettlement process to be 
more successful, both for the refugees and 
the host country. The group chosen as a 
case study consisted of the "boat people" 
who arrived in Britain (which accepted 
nearly 12,000 of them) and other Western 
countries between 1979 and 1981. 

One myth that the book explodes is that 
the groups of Vietnamese people crossing 
the South China Sea in the early 1980s — 
and moving swiftly to the West — were 
professionally qualified or skilled workers 
able to make an immediate contribution as 
new citizens in the resettlement country. 

The truth is that the majority did not 
have skills with easily identifiable counter- 
parts in Britain. For all practical purposes 
they were unskilled. For those with experi- 
ence that might be relevant to British so- 
ciety, such as nursing, welding or hair- 
dressing, retraining was necessary for these 
skills to be adapted to the new demands. 
The rest had to start from scratch. 

Dalglish shows that resettlement 
policies in Britain were seriously flawed. 
For example, the decision to disperse the 
refugees across the country paid no regard 
to evidence from such earlier refugee 
groups as Jews, Poles, Cypriots and Ugan- 
dan Asians. The policy put an undue bur- 
den upon those local communities that had 
to respond to the special needs of the Viet- 
namese. And it provided no effective fol- 
low-up to the expensive language tuition 
given in the reception centres to which the 
refugees were first sent. 

Dalglish rightly regards dispersal as a 
dubious concept. In the short term, assimi- 
lation of a racial group with a different lan- 
guage and culture is an unrealistic objec- 
tive. Being isolated, which is what dispersal 
appears to have meant for most people, 
did not encourage self-worth. Thus began 
secondary migration, the movement from 
the first area of settlement to the large cities. 

The resettlement programme, as a re- 
port written for the Home Office in 1982 ac- 
curately describes it, "has been charac- 
terised by a plethora of temporary mea- 
sures designed to cope with transitory 
problems rather than a planned and coordi- 
nated long-term policy." 





Other countries, too, had their problems 
because of the overwhelming differences 
between the experiences of the newly ar- 
rived refugees and those of the receiving 
countries. In sombre appraisal, Dalgish of- 
fers hope: "Refugees do not have to be 
poor relatives, nor do they have to be seen 
as a threat." Many would argue that this 
"threat" — in Southeast Asia and in Britain 
— appears even greater this year. 

Nothing seems to have been learned 
from past experiences. Nearly a decade 
later, there is little to suggest that major po- 
licy initiatives have subsequently taken 
place at any stage of the process. 





The lack of policy has certainly been 
demonstrated in Hongkong, especially 
since the introduction of screening in June 
1988. The message of Dalglish's findings is 
clear: the translation of humanitarian con- 
cerns for refugees into policy and program- 
mes is fraught with conflict arising from 
economic considerations, racial tensions 
and political embarrassment and expe- 
diency. 

Refugees from Vietnam offers lessons to 
policymakers concerned with easing the 
journey of Vietnamese men, women and 
children en route for the West. There is lit- 
tle evidence that they are taking their 
studies seriously. Indeed, the enthusiasm 
with which mandatory repatriation to Viet- 
nam was embarked upon by the Hong- 
kong Government indicates to many that 
they do not even wish to attend class. 

m Leonard Davis 


Waiting in Hongkong for resettlement: the journey has barely begun. 





It's lonely at the bottom 


Alien Winds: The Re-education of 
America's Indochinese Refugees by James 
W. Tollefson. Prager, New York. US$39.95. 


The plight of Indochinese refugees has 
been recounted extensively in various 
media since 1975. Shocking images of ref- 
ugees attacked by pirates, brutalised by sol- 
diers, and maimed in mine-fields have be- 
come almost commonplace. Numerous 
books and popular accounts have seared 
into the collective consciousness the images 
of the refugees' suffering. Although mercu- 
rial, sympathy has generally gone out to 
the refugees. 

Attention wanes when the refugees 
reach the camps. The immediate dangers 
diminish, and it is assumed that once they 
have been accepted for resettlement in a 
third country, they have only to complete 
training and survive one final plane ride to 
the US before life starts anew and prosper- 
ity and happiness hover within reach. 
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In fact, reaching resettlement centres 
does not end the refugees' trauma. A new 
psychological journey is just beginning as 
refugees confront obstacles in language and 
culture and political and economic hierar- 
chies designed to perpetuate their disen- 
franchisement. 

Alien Winds is a thorough analysis of the 
US refugee programme, which since its in- 
ception in the early 1980s has overseen the 
resettlement of hundreds of thousands of 
Vietnamese, Lao and Cambodian refugees. 
A fitting sequel to William Shawcross' class- 
ic studies of Indochinese refugees, it is an 
important document for anyone interested 
in the dynamics of language, education, 
politics and power. But where Shawcross' 
last book, The Quality of Mercy, ends with 
refugees finally piled into overpopulated 
camps in first-asylum countries, Alien 
Winds continues the chronicle of the ref- 
ugees' plight as they are sent to process- 
ing centres in Thailand and the Philip- 
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The unhappy peasant 


The Agrarian Question in North 
Vietnam 1974-1979: A Study of 
Cooperator Resistance to State Policy 
by Adam Fforde. M. E. Sharpe, New York. 
No price given. 

As a discussion of the problems of north 
Vietnamese agriculture during the 1970s, 
this book contains a wealth of useful infor- 
mation and analysis. It focuses on the at- 
tempt to introduce a New Management 
System (NMS) into the cooperatives be- 
tween 1974 and 1979 in an atmosphere of 
renewed attempts to “socialise” the north 
Vietnamese economy at the end of the war. 

A consistent theme is that, in contrast to 
the official prescriptions in the mid-1970s, 
Vietnamese cooperatives were character- 
ised by conflicts between households, 
brigade leaders and cooperative manage- 
ment committees over production, income 
distribution and the mobilisation of labour. 

The Vietnamese state ignored these con- 
flicts in attempting to centralise control via 
the NMS. But by the mid-1970s, the coopera- 
tive system had reached an impasse in 
which official policy could not be im- 
plemented further and peasant pressure 
was building up for a radical change in the 
system. Adam Fforde brings this out very 
well through a detailed discussion of the 
practical workings of a number of so-called 
“advanced” and “nominal” cooperatives. 

Fforde points out the difficulties for cri- 
tics of the cooperative system caused by the 
communist party’s long-held belief in the 


historical necessity and inherent virtue of 
collective agriculture. But the party itself is 
unjustifiably treated as monolithic. In em- 
phasising the party view of model coopera- 
tives as a means to achieve greater political 
control over the peasantry, Fforde down- 
plays other elements in this view, notably 
the economic goal of industrialisation, and 
the considerable internal differences. The 
view was itself the result of com- 
promises worked out historically in the 
course of the Vietnamese revolution. 

In the longer run, economic problems 
turned out to have far greater significance. 
The economic consequences of intra- 
cooperative conflicts are not clearly brought 
out in the book, nor are the economic, as 





No fun eating from the same rice bowl. 


opposed to political, failures to which the 


NMS was a response. 

Fforde argues instead that the coopera- 
tives had been reasonably successful prior 
to 1974 in mobilising agricultural surpluses 
for the state’s industrialisation effort. But by 
comparison with the south in the early 
1970s, marketed farm surpluses were actu- 
ally very small. Moreover they were not 
growing, and this held serious conse- 
quences for future industrial expansion. 
The NMS was at least as much a response to 
these problems as it was to the perceived 
lack of “socialism” in the cooperatives. Its 
failure to generate increased surpluses was, 
above all, what led to its abandonment and 
the political supremacy of today’s refor- 
mers. 

Fforde belongs to the post-Vietnam War 
generation and looks at the world in the 
light of what it is like after, rather than what 
it was like before or during. The result is 
that unlike many writers he does not carry 
around a lot of baggage from that earlier 
era. But this baggage is not necessarily as 
rose-tinted or blinkered as Fforde would 
have us believe. 

On the contrary, it often seems that 
Fforde is the one who would have liked the 
past to be something other than what it 
was. Frequent references in this book to the 
notion that alternative agrarian policies in 
Vietnam would have done as well or better 
in producing both economic growth and 
peasant satisfaction during the 1960s and 
1970s effectively ignore the vast historical 
forces which combined to produce the 
cooperative system. His criticism of the sys- 
tem therefore tends to be rather static. 

ш Melanie Beresford 





pines to be readied for final settlement. 

The analysis centres on the Philippine 
Refugee Processing Centre, which James 
Tollefson finds to be instrumental in ensur- 
ing the continued disenfranchisement of 
refugees. 

Tollefson spent 16 months between 1983 
and 1986 working in a teacher training pro- 
gramme for the International Catholic Mi- 
gration Commission (ICMC) in a Philippine 
resettlement centre, and visiting first- 
asylum camps throughout Southeast Asia. 
During his time there, Tollefson realised 
that both the educational curriculum and 
the political hierarchy of the camp per- 
petuate the marginal status of the refugees. 

Refugees are taught language appro- 
priate only for the “marginal economy” in 
the US — for minimum wage employment 
in assembly-line manufacturing and in ser- 
vice industries such as fast-food restau- 
rants. In the centres, refugees are groomed 
to fill an empty slot — in this case, an unde- 
sireable slot at the bottom end of the econ- 
omy, even though many refugees had been 
skilled technicians and professionals. The 
language competencies taught are not the 
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kind that would help a worker assert his 
rights in the workplace. Instead, they per- 
petuate subservience and limit possibilities. 

An employment training programme, 
PET, simulates future working conditions by 
making refugees low-level, clock-punching 
labourers, while camp administrators play 
the role of the fictitious company’s man- 
agement. 

Historical precedent for such policies 
first emerged in North America during the 
Americanisation movement of the early 
20th century. Immigrants were taught pa- 
triotic songs, voting and election proce- 
dures, and “even the American way to 
brush one’s teeth and make one’s bed.” 
Tollefson distinguishes the Americanisation 
movement from current refugee language 
and cultural training policy, but finds 
neither palatable. Whereas in the past, texts 
taught didactic patriotism, modern texts 
teach economic patriotism, focusing on 
“the ethos of the consumer society.” Tollef- 
son asserts that though language training 
claims “to respect the traditional cultures of 
Indochina, in virtually every lesson, it seeks 
to convince refugees that their native cul- 
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tures are the source of their resettlement 
problems.” 

The conditions of camps also serve to 
further the refugees’ powerlessness. Build- 
ings constructed of carcinogenic asbestos 
have been reserved for refugees and lower- 
level staff members, while upper-echelon 
staff — mostly Americans — are provided 
with safer quarters. Even after reports iden- 
tified the danger of asbestos in the early 
1980s, administrators were unresponsive to 
requests from staff and the refugees them- 
selves to take measures to remedy the situ- 
ation. Furthermore, “the risk of asbestos, as 
well as . . . substandard housing, food, 
water and sanitation result from deliberate 
decisions by programme managers at ICMC, 
in the Bureau for Refugee Programmes, 
and in the Philippine military command.” 

Tollefson presents a convincing case for 
reform of US refugee policy and puts for- 
ward recommendations for alleviating the 
disenfranchisement of refugees. These re- 
volve around a central theme of empower- 
ing refugees by involving them more in de- 
cision-making at all levels. 

п Vincent G. Barnes 
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ECONOMIC RELATIONS 


EC under pressure to reshape Asian aid plan 


Funds from the fortress 


By Shada Islam in Brussels 


hirteen years after they launched 

the EC’s first modest financial- 

aid programme for Asia, develop- 

ment experts at the European 
Commission are striving to reshape the 
community's jaded view of Asia's foreign- 
aid priorities. But the uphill struggle to 
boost the quality and quantity of commun- 
. ity spending in Asia in the 1990s has run 
into serious political and bureaucratic obsta- 
cles. 

On a purely political level, EC officials 
hope to appeal to their national govern- 
ments’ reluctance to cede to the growing Ja- 
panese financial presence in Asia. The 
time-honoured economic argument for 
stronger aid links is also being used with re- 
newed vigour: any lessening of EC aid to 
Asia, the warning goes, would also reduce 
the EC’s economic clout — and eventually 
European sales — in the “fastest growing 
region in the world.” 

With EC investments in Asia lagging be- 
hind Japan and the US, funds earmarked 
for promoting joint ventures and European 
and Asian businesses are seen as a vital 
part of efforts to boost the EC’s economic 
stake in the region. 

Asian nations have traditionally taken a 
back seat in the EC’s development policy 
priorities. Aid to the African, Caribbean 
and Pacific (ACP) countries, the EC’s im- 
mediate North African neighbours and in- 
creasingly, the countries of Eastern Europe, 
continues to receive top billing. In contrast, 
the focus with Asia has been on the EC’s 
numerous trade skirmishes, ranging from 
battles over Japanese car exports, hi-tech 
sales by the East Asian “tigers,” and even 
textile and footwear exports from Ban- 
gladesh, Pakistan and Thailand. 

The EC (excluding assistance from indi- 


vidual member states) spent about Ecu 2.5 - 


billion (US$2.1 million) in official develop- 
ment aid in 1989. Almost 55% of the total 
went to the ACP group. Asia's share was 
barely 10%. Viewed differently, the Ecu 2.9 
billion that Asia received in total EC aid 
over the period 1976-88 was only margi- 
nally higher than what the EC spends in 
development aid in one year. In 1990, EC 
aid to Asia is expected to reach Ecu 250 
million, still lower than the Ecu 300 million 
written into the EC budget for emergency 
assistance to just two East European coun- 
tries: Poland and Hungary. 


The over-emphasis on 
aid to Africa is “unbalanced” 
says a recent survey of EC 
aid policies drawn up by 
the Independent Group on 
British Aid. “Asia is largely 
excluded (from EC funds), 
yet there are more poor 
people in the Indian sub- 
continent alone than in the 
whole of sub-Saharan Af- 
rica,” the study underlines. 
Almost half of EC aid to 
Asia is in the form of food 
aid, but such assistance “has 
contributed little to higher 


incomes or better nutritional =x 
standards for the poorest Matutes: sketchy aid. 
people.” і 


Getting the message through to the EC’s 
decision-makers is, however, proving dif- 
ficult. Despite the lip-service he pays to 
the EC’s “worldwide responsibilities,” EC 
Commission president Jacques Delors’ poli- 
tical horizons are for the moment limited to 
the political and economic upheaval in 
Eastern Europe. 

During his recent short visit to Thailand 
and the Philippines, Abel Matutes, the 
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ж Spanish-born EC commis- 
sioner for North-South rela- 
tions, tried to convince 
Asian leaders that the EC’s 
recent involvement in East- 
ern Europe would not lead 
to a decline in EC aid and in- 
vestments in Asia. In fact, 
says an aide to Matutes, 
EC aid plans for countries 
such as Poland and Hun- 
gary have opened up new 
opportunities for similar ac- 
tions in Asia. 

“The EC is determined 
not to give its developing 
country partners the impres- 
sion that all its funds are 
being channelled into East- 
ern Europe,” one EC expert says. This 
“search for a better balance” in EC foreign 
relations, in his view, has made it easier for 
Matutes to press for more development aid 
to Asia. 

That is the theory. In practice, however, 
the EC's aid relations with Asian nations re- 
main sketchy. While France continues to 
play a leading role in efforts to boost finan- 
cial aid to the ACP states — forcing through 


South Korean banks report strong profit gains 


With a little help... 


By Mark Clifford in Seoul 


outh Korea’s banks — traditionally 
^ the ugly sisters of the country's eco- 

nomic fairy-tale — have had a second 
consecutive year of strong earnings 
growth. But much of this new-found pro- 
fitability is due to direct government mea- 
sures and large capital increases. They will 
have to try harder if the progress is to con- 
tinue. 

Combined net income grew 82% last 
year to Won 512 billion (US$747.4 million). 
The seven city banks, which house the bulk 
of bank assets, did best, but provincial 
banks continued to lag. At the same time as 
earnings increased, banks also put aside a 
record Won 415 billion for bad debts, nearly 
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doubling 1988's provisions and not far be- 
hind 1989s record after-tax profits. 

Authorities have forced banks to bolster 
their capital base by sharply limiting di- 
vidends — which has not gone down well 
with investors. Although their earnings are 
improving, South Korean banks still lag far 
behind international norms. The average 
return on equity at the seven city banks 
was 7.8% last year, up from 6.5% the year 
before. The returns on equity in Japan and 
the US are more than 20%. 

Banking has traditionally been one of 
the sleepiest sectors of South Korea's econ- 
omy, primarily because the government 
long viewed financial institutions simply 
as vehicles to funnel money to industry, 
rather than a sector to be encouraged in its 
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sase in money paid to the 68 ACP 
er the recently concluded fourth 
" trade and aid convention — and 
given an important political gloss 
lations with Latin America, Asian dip- 
omats in Brussels say they have "few al- 
jes” among EC member states. 
"The EC's southern nations see Asian 
untries as competitors rather than allies. 
1, the Netherlands and Denmark 
e successfully fought back recent 
Spanish attempts to cut aid to Asia, but 
‘their defence of Asian interests has rarely 
_ Бопе any further. 




























^w omplaints about the lopsided na- 
ture of the EC's aid policy have 
` started to surface in recent debates 
Xv». A in the European Parliament. Dutch 
: t МЕР Maartje Van Putten is 
: spearheading a forceful campaign to put 
more muscle into its relations with Asia 


and Latin America. Van Putten says she 
45 amazed at the “vagueness”. of the 
guidelines under which the EC still con- 
ducts its aid operations in Asia. 

Thrashed out in 1981, these instruct the 
Commission to focus its aid on the 
"poorest" developing countries in Asia and 
Latin America and to pay "special impor- 
tance to the development of the rural envi- 
ronment." Not surprisingly, therefore, in 
1976-88, a whopping 74% of EC aid was 
allocated to traditional agricultural-develop- 
ment schemes. 

India, with 27.2% of EC aid commit- 
ments over the period 1976-88, has been by 
far the biggest recipient of EC largesse, fol- 
lowed Bangladesh (7.5%), Thailand 
(6.9%), Indonesia (6.8%) and Pakistan (6.3%). 


own right. From that policy stemmed mas: 
sive bad loans. 

But now the government wants banks 
to stand on their own feet and has helped 
banks to boost their earnings and improve 
their capital structure. Interest rates were 
deregulated in December 1988, allowing 
banks to raise their loan rates and impose 
additional charges on borrowers. But interest 
rates on deposits are still capped. The result 
is that banks can secure generous spreads. 

Regulators also encouraged banks to 
raise capital, which both strengthens their 
financial position and gives them more 
money to lend. Banks more than doubled 
their shareholder equity to Won 9.2 trillion 
last year. 

Trading on the stockmarket has also 
proved lucrative for banks. Even last year, 

when the Composite Stock Index rose less 
` than 1%, banks posted a 16% increase in 
` profits from stock sales. 

But despite the strong earnings, reg- 
-oulators worry that the earnings growth is 
- not sustainable. The banks’ large capital in- 
creases have fuelled much of the recent 
"growth — capital increases were responsi- 







EC 
substance of the problems affecting the re- 





pee to secure As 


Van Putten claims that the uninspiring 
guidelines do not enter into “the real 


Asia’s rival supporters | 





gions concerned.” She wants to inject more 
money into environmental protection pro- 
jects, schemes to promote the role of 
women and projects aimed at improving 
living conditions in Asia's urban centres. 
The parliament is now using its new in- 
stitutional powers to force the Commission 
to draw up a more realistic list of objec- 
tives for EC aid to Asia in 1990. Van Putten 
has threatened to withhold parliamen- 
tary approval for the 1990 action pro- 


ble for 40% of the increased profits last 
year. 

In addition, domestic loan growth is 
sharply limited because of banks' difficulty 
in attracting new deposits. Bank deposits 
have grown more slowly than financial as- 


sets, because merchant banks and sec- 


urities companies have attracted depositors 
with their higher interest rates. 
Management is still weak at most South 
Korean banks. Existing banks are also hav- 
ing t to compete for both business and key 





Source: Bank of Korea 


Development 3 
Bank (ADB) and World Bank co-financing in 
the 1970s, the EC now says it has encoun- 
tered too many "practical difficulties" 
working out compatible procedures dd 
common objectives to continue such coop- 
eration. So, increasingly, aid programmes 
are either financed entirely by Brussels or in 
concert with EC member states. ~ 
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a more ` detailed strategy for 
Asia. 

But EC bureaucracy being what it i 
Matutes is unlikely to deliver the goods b 
fore the summer. The new. revamped: Е 
aid policy for Asia would then onl 
operational in 1991. Aides Cor 
sioner promise that the wait will- Бе 
worth it.” n: P" 

Modest though it may be — ode pro- 
gramme ean a paltry Ecu 20 million 
in 196 — Asian cast sated stress that | 






















































bilateral aid pos апи nes drawn up b 
member states, EC aid is in the form of 
non-reimbursable grants. Commission ex- 
perts have also been willing to take. on 
smaller projects that are often neglected t 
other aid donors. : 
But the actual disbursement of EC aid is 
still painstakingly slow. In 1988, for in- 
stance, only Ecu 8.1 million were disbursed 
as against Еси 264 million committed. Ai 
decisions are still taken on an ad hoc annu 
basis. 
The new Asian action programme being 
prepared by Matutes hopes to correct some _ 
of these wrongs. A draft report drawn up 
by the European Commission recognises | 
the need to put more money into projects 
aimed at halting environmental damage b 
Asia, solving some of the region's more - 
acete urban problems and perhaps backing : 
national structural adjustment efforts. — 
“We want to move away from tradi 
tional rural development projects," an EC 
official notes. “The focus will now be on. 
training, the development of local struc 
tures and on rapid disbursement.” ... 
































staff with two new entrants, the Donghw: 
Bank and the Daedong Bank. "p 
Commercial banks are also hostage 
the government's monetary policy, which 
relies heavily on the compulsory purchase 
by banks of monetary stabilisation bonds. 
Nevertheless, the signs are that the gov 
Mid will continue to smile on the sec 
т. This year, the Ministry of Finance (МОР 
has signalled it may let South Korean bank: 
raise around US$1 billion on internatior 
markets, which would provide banks 
another way to increase their loans. - 
"Market conditions are right for th 
go to the international market. for 
jumbo loans," says a Western banke 
International operations are another 
tential source of growth in coming 
For most South Korean banks, inter 
business is still embryonic and rarely p 
fitable. But the MoF late last year indica 
would allow South Korean. banks. to 
funds abroad by issuing certific | 
posit which are sold primarily to ot 
nancial institutions. These funds woul 
used predominantly to finance South 
rean corporate activities abroad. А 
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M WXhinas airlines are press pressing ahead 
А with a multi billion-dollar moderni- 
ue sation programme despite a signi- 





E. : ficant decline in passenger numbers since 
_ last June's military crackdown. Chinese 


aviation officials are confident the setback is 


E only temporary, though foreign airlines say 
à they see little prospect of a sustained recov- 


~ ‚егу in passenger demand in the immediate 
future. 


China’s civil aviation industry came 


__ down to earth with a bump on 4 June 1989 
|... after more than a decade of spectacular 
. ^ growth. Overnight, international flights 
.  emptied as foreign tourists sought alterna- 
буе holiday destinations and business 
. . travellers fled. Passenger volume slumped 


on domestic routes, too, as Peking clamped 


_ о down on internal travel. СААС officials 
. admit that the number of passengers plum- 


_ meted from a monthly average of 1.2 mil- 


: ` lion to 700,000 in June. 


As a result, dozens of aircraft, including 


e many of the Boeings and Airbuses recent- 


ce ly acquired by Chinese airlines, were left 


v _ Standing idle at Peking airport 


5.5 Undaunted by the scale of the setback, 
_ the Civil Aviation Administration of China 
(СААС), said in January it would buy 19 air- 


| Craft this year. These will include long-haul 
-Boeing 747s and 757s, McDonnell Douglas 
|» MD-82s and locally built Yun 7s. The pur- 
-chases are part of longstanding plans to re- 
. place the country’s ageing fleet of Soviet- 


А .. built airliners. 
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This investment comes hard on the 
heels of last year's purchase of 29 aircraft. It 
is justified, say officials, by a faster-than-ex- 
pected pick-up in passenger demand since 
the end of June. СААС officials claim that be- 
tween end-June and early September, the 
number of passengers rose by 11%, more 
than the 8% they had forecast after June, 
though still insufficient to achieve the pre- 
June growth estimate for the year of 12%. 
According to CAAC director-general Hu 
Yizhou, business in October was back to 
about 80% of its pre-June level. 

The recovery was helped partly by 
CAAC's decision in August to cut fares by 
20% on more than 70 domestic routes, in- 
cluding the most popular connections, 
between Peking, Canton and Shanghai. 


WM ARGH 


to bear the cost of the todemisation pro- 
gramme. This forced them to raise domes- 
tic ticket prices almost immediately — first 
in September and then by 77% in De 
cember. Coupled with the governme nts 
austerity programme, which has cut the 
number of business travellers, the most im- 
portant sector of the domestic market, the 
price increases will have depressed passen- 
ger volume, say foreign aviation officials. 

In addition, the international outcry 
over the 4 Tune crackdown has led to.a 
significant drop in the number of foreign 
tourists. Official figures show that the 
number of foreign passengers fell by 54% in 
the weeks immediately after the Tianan- 
men massacre. Although they account for 
only a tiny proportion of total passenger 
numbers, they are a lucrative source of rev- 
enue because they pay more than double 
the normal domestic fare — and in hard 
currency. Japan Air Lines' (JAL) head of 
China operations, Akimitsu Gingawa, says 
JAUS passenger loads on its Tokyo-Peking 
routes late last year were 40% down on late 
1988 levels. 

The downturn in business presents a se- 
vere test for the aviation industry, still grap- 
pling with the strains of rapid expansion 








and deregulation: Throughout the 1980s 


domestic passenger growth averaged more 
than 2076 a year. Seat capacity never kept 
pace with demand, increasing by just 1095 
a year over the same period, resulting in. a 
severe seat shortage. 

By the mid-1980s widespread criticism 
of then-airline operator CAAC's poor service | 
and safety record forced Peking to begin re~ 
structuring the aviation industry in a bid to- 
increase. efficiency. | 

Since then, CAAC has increasingly taken 
on the role of watchdog body, responsible 
for safety standards, very much like the 
Federal Aviation Administration of the 





ОЕ oreign airlines winged | 


nee ` Few international airlines expect the Chinese market to recover 


"EO anyt 1 į їр; -approact it g pre-June. levels. within the. next 


















о climb back. Japan Air Lines’ (JAL) passe 
di e-Tol А route have, for example, increased | 

n June to. 55% in October 1989, though ‘June's figures v | 
flated by six evacuation flig hits following the 4 June crackdown. 
Against t the airline’s 1988 performance, however, passenger vol- 
ume was down 76% in June and. 9196. in July. It recovered 
ligi htly i in October and was just 39% down on the 1988 level, 
ar gely asa result of a reduction in. the e number of flights and the 










e, JAL how operates just 
as also ая one of its two 


. route had | mad 


few years, though: the number of business travellers has started o | 
| sse nger loads. on its qe prot 


 ]uneit enjoyed onth-lon 
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China-dedicated 450-seat Boeing 74% with a | McDonnell Doug 
las DC10, which seats 100 fewer passengers. JAL is still sustain- 
ing losses with its current schedule. Buoyed by high turnover in 
the first half of last year, JAL says it should just about break even 
on the route for the year as a whole. Previously, the Peking ae 
тш сооло жо aS 
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Let's talk about correspondent banking 


Burgeoning cross-border capital flows. Expanding interna 

tional trade. The telecommunications revolution. These are the 
forces that drive finance worldwide. And they come together In 
Deutsche Bank's correspondent banking services. Bank to 
bank. Institution to institution. Cross-border or locally. You need 
financial partners you can count on. Experienced correspon- 
dents whose resources can extend your own capabilities. You lI 
find Deutsche Bank at the center of the professional market 
Around the world, you'll find us ready to talk business 


Deutsche Bank Group 
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US. Actual airline services are їп the 
hands of international carrier Air China 
and six regional airlines. Besides these, 
there are a whole host of smaller provincial 

China's airlines appear confident that 
1990 will see a resumption of healthy 
growth, though it will be difficult for 
airlines to match the rapid expansion of 
the 1980s, at least for the next couple 
of years. Passenger growth in 1989 was in 
any case expected to be only half that of 
1988. 


Air China, the near-monopoly interna- 
tional carrier, has been hard hit by the 
fall in international traffic, Although Air 
China officials remain tight-lipped over the 
exact impact, foreign airline representatives 
say their passenger loads plummeted to 
just 10-20% of capacity after June. Only 
now, they say, is demand beginning to 
pick up again, though they remain pes- 
simistic about the prospects of any sus- 
tained improvement. 


ir China is likely to have been hit 

even harder than other international 

airlines by the drop in foreign pass- 
enger demand because of widespread 
doubts over its safety standards and its 
reputation for below-standard service. A 
substantial portion of Air China’s fleet is 
thought to be still standing idle at Peking 
airport as a result. According to one forejgn 
airline official, the number of Chinese 
domestic and international take-offs from 
Peking airport has fallen from a pre-June 
average of 180 to 120. 

This drop in business will have been 
offset to some extent by Air China's lower 
labour costs compared to foreign rivals and 
its reliance on cheaper domestic sources for 
such services as air catering. These will 
have enabled it to remain competitive. Ac- 
cording to Hu, total business income for 
1989 was more than Rmb 5.7 billion 
(US$1.21 billion) — 95% of the planned 
target. In 1987 and 1988, operating profits 
exceeded Rmb 1 billion. 

Chinese aircraft manufacturers are also 
gearing up to meet the needs of airline ex- 
pansion plans. China National Aero-tech- 
nology Import and Export Corp. is ex- 
pected to decide this year on co-production 
of 150 modified Boeing 737-300s or McDon- 
nell Douglas MD-90-V "aircraft." Pro- 
duction will begin in 1996. The project will 
be the largest joint-venture aircraft deal in 
China's aviation history, dwarfing Shang- 
hai Aircraft Industrial Corp.'s 1985 produc- 
tion under licence of 25 McDonnell Douglas 
MD-82s. Project investment will total more 
than US$1 billion. 

Despite the current financial squeeze, 
airline officials are optimistic that funds will 
be made available to finance the project. 
The government considers the airline in- 
dustry a priority sector for the allocation of 
resources. g 
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INVISIBLE HAND 


Pluralism preferred 


President Suharto's appeal to Indonesian private companies to sell up to 25% of 
their shares to cooperatives has been compared with Malaysia's more explicitly 
stated policy of divestment from Chinese to bumiputra ownership under the New 
Economic Policy (NEP). But the differences are just as instructive as the similarities. 

Indonesia's division of labour on ethnic lines, though less stark than Malaysia's, 
is not yet entirely replaced by an ethnically homogeneous class structure. For some, 
the ethnic divide has become more pronounced in areas of the economy where the 
state, by conferring monopolies, has fuelled the growth of large conglomerates 
owned by non-indigenous businessmen. 

Successive economic reforms since 1983 have undoubtedly allowed smaller com- 
panies to grow. But the benefits have also been considerable for larger state-backed 
conglomerates awash with capital earned from government tenders or trading in 
protected markets. As a result, the inequalities not only persist, but are now felt 
even more keenly by aspiring entrepreneurs anxious to profit from the reforms. 

The spectre the establishment fears most is one that always lurks near the surface 
in Indonesia — a serious outbreak of virulent anti-Chinese sentiment. It is nothing 
new, indeed the business community has always lived with it. But the decline of 
state-owned enterprise — underscored by privatisation — has concentrated the 
public attention on the largely Chinese-owned state-backed conglomerates. 

RES | Growth in the financial sector has also forced 
j these groups to raise their public profiles, by par- 
ticipating in the stockmarket and vying for a bigger 
niche in retail banking. As a result, the media seems 
less concerned with machinations between senior 
military or government officials, and rather more 
concerned with the byzantine strategies of promi- 
nent businessmen. Tycoons and executives are 
being thrust into the limelight, and they fear that if 
and when scapegoats are needed they will be the ob- 
vious target. 

To the purist, Suharto's appeal to share the 
wealth runs contrary to the principles of the market. 
But to those with most to lose from a disruption of 
the status quo, it all appears eminently sensible. 
Perhaps this is why the larger conglomerates have 
been quick to respond to the president's appeal. 

In Malaysia, a more pronounced ethnic problem 
resulted in the NEP, and its top-down imposition of 
ethnic pluralism on what was a Chinese-dominated economy. So Indonesia's mag- 
nates can be thankful the government has chosen to sugar-coat the bitter pill. The 
term "pribumi" is absent from official parlance. Instead, large groups are urged to 
help "smaller" or "weaker" groups. 

The divestment of ownership to these groups is also approached with tact. 
"Cooperatives" in this case can be regarded as a vehicle for pribumisation, but with- 
out specifying the explicit transfer of ownership across ethnic lines stipulated by the 
NEP. Ironically, this is precisely why cooperatives were introduced by Indonesia's 
founding father — as a way of empowering the former colonial subject with means 
of production denied him by the Dutch and their Chinese partners. 

However, the discreet phrasing of the president's appeal runs the risk of diluting 
its effect. So far, in order not to sour the investment climate, compliance is being left 
up to the private sector. But this also increases the likelihood that only half-way and 
half-hearted measure will be taken. Some businessmen could be relying on the ease 
with which Javanese accept appearances to effectively maintain their dominance. 

In the short term it may well be the best approach. Explicit targets for divestment 
in Malaysia have proved difficult to enforce and are, in any case, open to abuse. 
Which is why Indonesian officials in one breath deny that the share-owning 
cooperatives are intended to broaden the pribumi stake in the economy, while in 
the next admit that this will inevitably occur. = Michael Vatikiotis 





Suharto: sharing wealth. 


15 FEBRUARY 1990 


Where Business Is Always A Pleasure 
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The Paradise Beach Hotel in Pusan: all at once Korea's finest resort 
and most sophisticated business hotel. 

Yet the Paradise Beach is much more than a showplace of ocean, 
elegance, and efficiency. From our Las Vegas style casino to our fine 
selection of gourmet western and oriental restaurants, what you'll 
notice most is caring and attentive service. A warm, human touch that 
brings guests back to the Paradise Beach again and again. 

Come see for yourself. Join us at the Paradise Beach Hotel, and 
discover just what a pleasure business can be. 


PARADISE BEACH 
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E бт} 242212: T 
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OVERSEAS OFFICES Tokyo (03) 586-048! Osaka (06) 309.211! Fukuoka (092) 7117175. Hong Kong 3 7215325 Tape (02) БОБ 9871 
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= PARADISE INVESTMENT ҮН МИП (02) 277-0181 

* 0185; Cheju (064) 25-0171 Sogwipo (064) 62-2161 Dogo (0418) 42-4031 Nairobi (Kenya) 802495 
* QUIT REE SHOPS ; Seoul (02) 277-0181 Pusan (051) 326-1241 Ky (0561) 43-2471 

* (GINS ; Seoul (02) 444-5261 Pusan (051) 742-2121 Kyungu (0561) 2-1011 Chey (064) 52-5871 
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Everyone under heaven needs to know 
about China today 


B The CHINA TRADE REPORT has its finger on the country’s business pulse. 


ш It provides answers to the basic question: Is there still money to be made from 
doing business with China? 
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B What new opportunities are there for direct investment, joint ventures and trade? 
The rewards are ample for those who are patient and for the risk-taker. 





Authoritative ЖИРЕН ЫЕ ЫЕ n Teo 
Now in its 24th year, the CHINA TRADE REPORT is pub- Post this coupon today! 


lished monthly by the Review Publis hing Company Limited. Circulation Manager, Review Publishing Company Limited, 
It has been long acknowledged by leading business execu- G. P. O. Box 160, Hong Kong 


tives throughout е world = the best informed, best statisti- Please enter my one year subscription (12 issues) for the CHINA 
cally up-to-date newsletter of its kind. TRADE REPOAT. | enclose a cheque/money order 


dae MEM made out to the Review Publishing Company 
Limited. Or, please charge my credit card (tick one): 


Wide-ranging 
American Express Г] Diners Club O 


The CHINA TRADE REPORT covers every issue affect- 








ing those doing business with China, whether trading, MasterCard 0 Visa O (Please print in block letters) 
Investing or involved in any enterprise: grain; textiles; Card No: Р Exp. Date: . 

electronics; transport; banking; exhibitions; contract law 

— and dozens more. Signature: — 

The CHINA TRADE REPORT also publishes key statis- Name: 

tics on all aspects of the Chinese economy. It is crucial Address: E pie 
reading for anyone doing, or wishing to do, business Annual subscription rates: HK$2,730/US$350 

with China. Sent airmail anywhere in the world. RO215CTR4M 


“The present position and potentialities of 
this region justify optimism.” 


“Given the potential economic and 
political development of Asia we anticipate a 
growing demand for reliable, concise and 
above all objective assessments of events." 


“...we discern a remarkable thirst for 
more and better education, information and 
knowledge, and intellectual satisfaction.” 


“At any time and in every case, unbiased 
and dispassionate, factual and balanced 
reporting will be our aim and policy.” 


The Editor 
Far Eastern Economic Review 
First Issue 1946 








Forty- 
e 


years 
on. 


In the middle of a decade which had 
seen the greatest upheaval the world had 
ever known, agroup of men with faith and 
foresight set their eyes on Asia. 

They recognized the need to chronicle 
the restructuring of Asia from the ashes of 
war. A region that they felt would rise and 
grow at an astonishing rate, perhaps 
faster than any other. A region that they 
felt the world would need to watch 
carefully. • 

In October of 1946, a publication 
dedicated to balanced, objective coverage 
of Asian affairs was born. Its name: The 
Far Eastern Economic Review. 

In the decades that followed, the 
phenomenal growth of Asia astounded 
the world. The prophecy of those 
visionaries echoed strongly; leading the 
Review to consistently serve as an 
important channel of information on Asia. 
This dedication and foresight has not 
changed. 

Today, 43 years later, the Far Eastern 
Economic Review is the world's premier 
publication on Asian affáirs. Unmatched 
by any other. 

Today, more than ever, when the 
Review speaks, Asia listens. 
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Unparalleled influence in Asia. 
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Will science propel portfolio 
managers into the 21st century? 
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Space telescope 
under construction. 





Portfolio management will see dramatic 
changes in the future. Thus scientific 
research methods are finding increasing 
application in this field. At Zurich’s Swiss 
Federal Institute of Technology, UBS is 
sponsoring a professorship in Information 
Technology. Advanced EDP systems, with 
learning and almost “thinking” skills, will be 
the tools of successful portfolio managers 


UBS. The bank of experts. 


in the future. One of the world’s foremost 
systems experts is cooperating with us to 
develop efficient and high-performance 
portfolio strategies. 

UBS, one of only a handful of AAA 
banks in the world, is focusing unswervingly 
on the future — which has already begun. 





of Switzeriand 


UBS in Asia, India and Australia: Branch Offices in Hong Kong, Singapore and Tokyo; Representative Offices in Bombay, Osaka and Taipei; 
UBS (Capital Markets Group), Tokyo Representative Office; UBS (Trust and Banking) Ltd., Tokyo; UBS Phillips & Drew International Ltd., Tokyo; 
UBS Australia Ltd., Sydney. Head Office: Union Bank of Switzerland, Bahnhofstrasse 45, CH-8021 Zurich. 































than when the idea 
red almost 20 years ago, 
but the р artial integration of indi- 
3 vidual Southeast Asian countries’ 
Саг industries i is well and truly under 
мау. > 
. The prime movers — and benefi- 
caries — will not be local firms, as 
-Asean industrial integrationists had 
originally envisaged, but rather 
some of Japan's leading carmakers. 
Toyota Motor, Mitsubishi Motors 
Corp. (MMC), and Nissan Motor are taking 
the lead in knitting together affiliates in 
Thailand, Malaysia and the Philippines, 
aiming for economies of scale that small 
single-country markets cannot offer. If their 
campaigns succeed, the result will be to fur- 
ther strengthen their grip on the region's 
car markets. 

Opening the door to their efforts is 
Asean's so-called brand-to-brand com- 
plementation scheme, first broached 15 
months ago (REVIEW, 10 Nov. '88). The plan 
would have participating states cut tariffs 
by at least 50% for car components made by 
one of the others. So far, only Thailand, 
Malaysia and the Philippines have signed 
on, with Indonesia remaining determined 
to go it alone. The imported parts will also 
count towards local content rules — one 
cause of the high production costs that 
plague the region’s carmakers. 

The latest step forward came in late Jan- 
uary when Manila's Board of Investment 
approved Toyota's application for a US$51 
million car transmission plant. Sche- — 
duled to begin operation in 1992, the 
facility will produce at least 100,000 
units a year. This is far more than 
the Philippine market alone could 
support — last year, Toyota's local 
subsidiary, Toyota Motors Philip- 
pines Corp., produced less than 
13,000 passenger cars and light 
trucks. 

But Toyota affiliates in Thailand 
and Malaysia produced about 70,000 
vehicles, Even without the participa- 
tion of the company’s 49%-owned 
Indonesian unit, Р. Т. Toyota-Astra 
Motors, which last year turned out 
almost 56,000 vehicles, the doubling 

-of the Southeast Asian car market in 
the next five years that many ana- 
г lysts expect makes the virtues of es- 





EN $ 
olor | (Pilipinas Nissan) 


© Source: Review Data 


tablishing joint production facilities obvious. 

When Toyota announced its plans for a 
network of cross-supply arrangements 
among its Southeast Asian units last year 
(REVIEW, 21 Sept. '89), it was following a 
path blazed by its smaller rival, Mitsubishi. 
Two years ago, Mitsubishi had begun ship- 
ping transmissions made by a Manila- 
based unit to MMC Sittipol, its 48%-owned 
Thai affiliate. Sittipol also imports stamped 
metal parts and electronic components 
from Malaysia's Proton Saga plant near 
Kuala Lumpur, which is 30% owned by 
MMC and its parent company, Mitsubishi 
Corp. (The remainder is owned by a Malay- 
sian state-owned enterprise.) 

The Asean components complementa- 
tion scheme actually grew out of a Mitsu- 
bishi proposal to the governments of the 
four Asean states where the Japanese car- 
maker had established manufacturing oper- 
ations. While Mitsubishi began shipping 
components on a relatively small scale 
without awaiting governmental action, 





Indonesian-built Japanese vans: joint ventures out. 
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Toyota and Nissan w were mo: 






tive. Toyota, Japan's biggest ca 
waited until last September to ann 
plan, when the three governr 

ness to follow through 

clearer. Second-ranked 
formulating its own progi 
Toyota has че most. : 


















volumes ol at least  USsie | 
year among its Southeas 
filiates by 1992 or 1993, . 
transmissions plant in th 
pines, other functional compon 
will also be included, such as d 
engines to be manufactured in 
land, steering parts from. Malaysi 
and — it was originally hoped. 
petrol engines in Indonesia. — 
Jakarta has now- dismi 
Toyota's hopes of bringin 
picture, at least for now, | 
Indonesia, with the biggest 
ket in the Asean grouping, woul 
become a magnet for the other Tk 
tions’ imports. 
According to M. Nakamura, the Tokyo 
based general manager of Nissan’s Asia 
and Oceania Operations Group, the com- 
pany plans to build petrol engines at Si 
Motors in Thailand, where it is alread 
making diesel engines. The final location 
for manufacturing trans-axles, major pres 
ede parts, and plastic components has not 
yet been decided. Nakamura said the com- 
pany hoped the whole scheme could be up 
and running within a year, when retooling 
for new model introductions їп ће South- 
east Asian markets would help keep i in ves 
ment costs down. vs 
Besides national ambitions such as In 
donesia's, bureaucratic resistance may y 
hinder the three companies’ plans fro 
reaching their full potential. While officials 
in Malaysia, Thailand, and the Philippin 
say their governments have agreed to go 
along with the complementation scheme, 
their preference is for a case-by-case ap- 
proach, rather than blanket tariff cuts for 
imported components. Thus, each 
3$ company will have to present 
, a specific proposal for every 
component (or class of components) 
it wishes to import. The appro 
ate trade officials will then. r 
on whether it fits in with 
plans. p 
Nissan has already been i 
mally told by Thai and Malaysiz 
ficials that it may not import Р 
pine-made headlamps, Nakarr 
said. The officials argued that ac 
able locally made parts were.alrez 
available. Similar disagreement 
sure to ensue, as local offici 
tinue their efforts to promo 
tional industries, while foreign 
panies seek to exploit ecot 
scale more efficiently. 















































































+ hen. property oon Tan Yu 
|] paid a record P17 billion 
|. (US$78.3 million) in 1988 for 
: reclaimed land beside Manila 
Bay on which to build a mini-city, he 
served notice that a restructuring of the 
country's business sector had taken place in 
the past two decades. While Spanish- 
| mestizo and indigenous Filipino business 
. . groups moaned about government corrup- 
. tion and inefficiency in the Marcos era that 
^. held back their enterprises, Chinese- 
Filipino businessmen quietly did what they 
do best: make money and expand business 
connections. 
= Today, what could be called a class of 
faipans, the Cantonese word for big 
boss, is firmly in position. The de- 
= gree of dominance this Chinese- 
^. Filipino minority group has attained 
_ With its links to Taiwan and Hong- 
|. kong, particularly since President 
_ Corazon Aquino came to power in 
|. 1986, has become so great that some 
economists believe it is crucial for the 
continued growth of the debt-ridden 
Philippines. 
. This rise to prominence has 
«ome about for several reasons. 
The prejudice against ethnic Chi- 
ese among indigenous Filipinos 
s softening, and © government 
‘policies under the Aquino adminis- 
tration — as the Marcos regime be- 
fore it — have lost much of their 
anti-Chinese bias. And the com- 
‘munity has seized the opportunities 
with both hands. 
The Shoemart and Robinsons’ 
department store chains are already 
household names in the Philippines, 
hd Metropolitan Bank is challeng- 
ig the Bank of the Philippine Is- 
ds, the country's oldest and largest pri- 
ately owned bank. And several small 
ipanies owned by Chinese-Filipinos, 
though they were competing against 
гапа Japanese computer makers, are 
rgely responsible for the. popularity of 
ersonal computers in Manila. - 
` The Ang brothers have even succeeded 
ү marketing a Filipino-style hamburger in 
vr eR m restaurants. in. a 











































Filipinos c теше an economic power base 


according to Jollibee, and is providing stiff 
competition to the popular US variety pur- 
veyed at McDonald’s, which is franchised 
nationally by Chinese-Filipino George 


“Yang. 


Chinese-Filipino business groups are es- 
timated to control 146 of the country’s top 
494 corporations, excluding the six largest 
government-owned companies and pri- 
vately run utilities. The assets of these 
Chinese-Filipino companies doubled to 
about P175 billion in 1978-88, to account for 
23% of total assets of the top companies in 
the Philippines. 

The strengthening of this entrepreneu- 
rial vanguard has important political impli- 
cations. Because of such traumatic experi- 
ences as attempted genocide and mass de- 





Robert Coyiuto rode the rebellion storm and 
kept the stockmarket working. 


portations during the Spanish colonial 
` period and anti-Chinese business laws in 
the 1950s, 


Chinese-Filipinos have de- 
veloped a strong desire for political stability 


and, subsequently, an uncompromising 
loyalty to recent Philippine governments. 


The clout of this group within the coun- 
trys power élite is likely to grow even 
stronger as its corporate control increases. 
Chinese-Filipinos already offer substantial 


.with support to the administration of President 
прег X Aquino, the firs 


Mos. с take pedea dn her Chinese lineage. This sup- d fie ntly; 





rst Filipino chief executive to 






tractors, was ty 
cessful coup, the. 
mot hesitate to. discuss his company’s 







port is reflected through the powerful Fed- 
eration of Filipino-Chinese Chambers of 
Commerce and Industry, which has 160 
trade-association members. The organisa- 
tion is headed by a close friend of the 
Aquino family, Domingo Lee. 

This. same compliance, however, help- 
ed the Marcos administration as well. 
Chinese-Filipinos provided а substantial 
economic base for the dictatorship in the 
martial-law years of 1972-81 and helped to 
restrain rival Spanish-mestizo and Filipino 
families. (In the martial-law years, the 
Filipino-Chinese Chambers of Commerce 
was headed by Ralph Nubla, a close Mar- 
cos associate. He still holds an honorary 
chairmanship of the federation.) 

The six coup attempts quashed by the 
Aquino administration and the 
never-ending rumours of more re- 
volts deeply disrupts the need of the 
Chinese-Filipino minority for law 
and order. The community's busi- 
nessmen have pledged to raise the 
monev for the P 5 million reward of- 
fered for the capture of Gregorio 
Honasan, alleged leader of the De- 
cember 1989 coup attempt against 
Aquino. | 

Much of the fear of political disor- 
der is linked to the fact that ethnic 
Chinese, whose ancestors came 
mostly from. China's Fujian pro- 
vince, number just 600,000, or 1% of 
the Philippine. population. (The 
ethnic. Chinese population in In- 
donesia, is estimated at 6 million, or 
just under 4% of the population. In 
Thailand it is about 3.5 million, or 
6.5% of the population, and it num- 
bers 4 million in Malaysia, or 32% of. 
the population.) 

Reactions by many Chinese- 
Filipinos in Manila, where about half 
the ethnic Chinese population lives, 
after the failed coup in December 1989 
in which at least 79 people. were killed, 
were very different from the dismay and 
disenchantment | expressed among Ше . 
population at large. ‘The response of Will- 
iam Ley, who in three years has become 
one of Manila's largest construction con- 
t ypical. -Just after the unsuc- 
40-year-old. Ley did 














‘Now is the best time 


business. Pres ects О 
or expansion,” the Macau-born Ley said 

































ng remarks. His move to con- 
om the tin-container industry i is 
as much to his belief in Philip- 
siness opportunities as to the pur- 
mid-1986 of equipment “at cheap 
." Aquino had just come to power in 
ary of that year after Ferdinand Mar- 
ed into exile, and her political survival 
ery much in doubt. 
Iso characteristic is the view of Robert 
to Jr, chairman of the Manila Stock 
change who is widely credited with 
sponsible for stopping the panic 
corporate shares after the rebel- 
: as put down. The 38-year-old 
Coyiuto, -who also heads Oriental Pet- 
roleum & Mineral, says the Aquino govern- 
ment's problems have not affected his com- 
pany's: strategy or determination. ^I tell 
you," he says. "We'll hit it big [in oil explo- 
ration] one of these days.” 

The rise of the taipan class is not a deve- 
lopment simply reflecting the outcome of 
the centuries' old expertise of the Chinese 
in retailing. Equally important was the eas- 
ing of cultural biases of Filipinos charac- 
terised by prejorative terms for Chinese 
and by stereotypes of the minority as usur- 
ers and corner shopkeepers. Until the mid- 
1970s, for example, the biggest department 
stores in Manila were owned by Spanish- 
or. American-mestizos. Only budget-con- 
scious consumers went to Binondo, Mani- 
la's Chinatown district, or other lower-class 
areas to shop in bargain stores run by 
ethnic Chinese. 














oday, Manila department stores 
are dominated by Henry Sy’s 
Shoemart, John Gokongwei's 
Robinsons’ and the Gow family’s 
Uniwide stores. The situation is similar in 
Cebu, where both Sy and Gokongwei are 
competing with the Chinese-Filipino Gai- 
sano family. 
Such success, however, is a double- 
edged sword. There is some validity to per- 
„ceptions that Chinese-Filipinos have been а 
‘big source of bureaucratic corruption. Be- 
cause of racial biases and a lack of assured 
citizenship status until 1975, bribery was 
once a necessary way to stay in business for 
this minority, a reality reflected by the cur- 
rent slang usage of tong — а word bor- 
rowed from a dialect spoken in China's Fu- 
.jian province — to define bribes or extor- 
fon. | | 
^^ Chinese-Filipinos have also been per- 
ceived as the most clever technical 
smugglers in the country. Guillermo 
- Parayno, a regional director of the Finance 
Department's Economic Intelligence and 
Investigation Bureau, says 20 major 
.Chinese-Filipino smuggling syndicates still 
operate through Manila's ports alone. Ас- 
ording to the bureau, 97% of the smug- 
glers arrested in Metro-Manila have Chi- 
е. Surnames. 













own for making confi- 


nson's 
DEPARTMENT STORE 
So T oe, ue Se oS : 


we < 
М 7 i? {л 
ee AC PX 
ЖОГУ Ke fy. 
اا‎ 


e... 
“ХУУ 


XG 
A 
Mga pn 


РХ 


он, 
АА 


Ly 
‘of 
x 


Ф 
Sera и д 
Уу) 





Á 
ж 





John Gokongwei built his diversified empire 
from a retailing base. 


An equally serious accusation is that 
Chinese-Filipino companies have formed 
cartels in certain industries. Critics say the 
exclusive organisations of the companies — 
from family associations to the Chinese- 
Filipino Chambers of Commerce — provide 
them with a competitive edge not available 
to other businesses. Indeed, a uniformity of 
prices for commodities — from automotive 
spare parts to imported fruits — bears the 
hallmarks of price manipulation. Recently, 
a senator criticised an alleged cartel control- 



















































Spanish саше, ап 
sumerism. | 

The Йй. 
Filipinos with Taiw. 
as well as ethni 
communities worldwide : 
prove their biggest strengtt 
years ahead. The Filipino-Ch 
Chambers of Commerce, which 
started by Kuomintang agents f { 
Taiwan in 1954 to unite and gain con- 
trol of the politically disparate Filipino- 
Chinese community, has remai 
staunchly pro-Taiwan. It is expect 
to work for even closer ties with th 
country, much to the chagrin of P 
king. Chinese officials have com 
plained that the Aquino administra 
tion is wavering in its commitment t 
a one-China policy. | 

Cash-rich Taiwanese businessmen 
have become responsive to the Кр x 
pines needs. In 1988, Taiwan 
which a year earlier had only 196 of 
total planned investment — overtook the 
US and Japan to become the Philippin 
largest foreign investor, according to the 
Philippine Board of Investments... 

In 1989, Japan gained the lead with 
planned investment of 23.4 billion or 19% 
of the total, just ahead of the Taiwanese 
with P3.2 bilion, or 18% of the. total, 
though much of the Taiwanese investment 
is unrecorded because it is so easy for 
Taiwanese businessmen to deal privately 
with their Chinese-Filipino counterparts. 

























































7" "Foreign investment in the Philippines 


led by Chinese-Filipino groups for pushing 
up rice prices. 

Nonetheless, Chinese-Filipmo com- 
panies are often the best-managed of 
Philippine enterprises. A study a few years 
ago of 259 companies by American 
economists С. L. Hicks and 5. С. Redding 
concluded that the general Chinese-Filipino 
operating style of low margins and high 
turnover, a management strategy based on 
high levels of production and marketing ef- 
ficiency, was not typical of Philippine com- 
panies. Chinese-Filipinos point out that 
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Investment from. Hongkong г CO 
17% of total foreign investment | 
or 22.9 billion, while investment from 
US attributed to 14.8%, or 22.5 billion. 

According to the central bank, hi 
ever, the US led in actual remittances 
1989 with US$68.8 million, followed 
Japan with US$51.9 million, Hon 
with US$15.8 and Taiwan with US$! 
million. Ы 

“For the Taiwanese, the Phili у 
continues to be very attractive,” say 
Liu Fung of Taiwan's de facio; e embas 











Баат бое, and Manila | is ; just two hours 


om: Taipei. More important, they have 
eady associates here in the Chinese- 
Filipino business community who speak 
Һе same [Fujian province] dialect." 
. Many Filipino businessmen in the 
Philippines, which has traditionally looked 
towards the US for economic guidance, are 
worried that the influx of investment from 
Taiwan will result in the "Taiwanisation" of 
their country. They complain that this in- 
"vestment is resulting in higher property 
and stockmarket prices without an industri- 
àl base to support them. 

Chinese-Filipinos, however, argue that 


_ their links to world markets through 
- - Taiwan and Hongkong are vital if the 
Philippines is to transform itself into a 
_ Southeast Asian "tiger." Economists аге 
_ Starting to say that the overseas networks 
.. and entrepreneurial ethos of Chinese- 
... Filipino businessmen might be the Philip- 
|. pine's only chance to climb out of its eco- 


nomic slump. 
Real estate magnate Tan, who made his 


. - fortune investing in the Taipei property 
. market, is a leading voice in this growing 


chorus. And his ambition explains much. 
The 34-year-old property developers P22 
billion Manila Bay Asiaworld City project is 
considered among the most ambitious 
mini-city projects in the world, and when 


the complex is completed in the mid- 


1990s, it is expected to provide a sub- 


p : stantial boost to the Philippine tourism 
у industry. п 














tic openin 


in The r race to the top 


E Chinese Filipino companies today enjoy near-monopoly control national trade. 
.. or share control with Spanish-mestizo, Filipino and US come- 
panies in most important business sectors in the Philippines. 
.. There are three main reasons for the rise of ethnic Chinese busi- 
. ness. One is the easing of racial prejudice in recent years. 
Another is derived from the ability of the Filipino-Chinese 
штогу to survive and even exploit past bias in government 
The. third is Че hepi received, ‘through Marcos dip- 


By Rigoberto Tiglao 
in Manila 


hinese-Filipinos have 
C rsen to the top of 

nearly every impor- 
tant industry in the coun- 
try, except utilities. Much 
of Philippine business has 
a distinctive structure, domi- 
nated by a few large cor- 
porations. These are usual- 
ly made up of a multina- 
tional, plus firms owned 
by  Spanish-mestizos or 
Filipinos — and now some 
companies owned by ethnic 
Chinese. 

The last of these has 
kept a low profile until re- 
cently. The traditional eth- 
nic Chinese businesses still 


frown upon the publicity George S. К. Ty's bank is 
given to taipans such as John пом the second largest. 


Gokongwei and Henry Sy, 
who have failed to keep out of the limelight 
because of their ventures into fields like 
department stores. 

The rise of Gokongwei and Sy — and 
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The Chinese-Filipinos who are making the running 


Class of taipans 


the new breed of Chinese- 


Filipino magnates — illus- 


trates two big changes in 


their businesses. First, the 


groups that have grown up 
have been the ones that 
have ventured out of the 
Binondo, or Chinatown, dis- 
trict of Manila and who have 
sought business alliances 
with non-Chinese groups. 
5у was the first Chinese- 
Filipino to formed ties with 
the Spanish-mestizo Ayalas. 
Gokongwei struck a tempo- 
rary accommodation with 
the Sorianos and Ayalas 
controlling San Miguel 
Corp. Gokongwei since 
then has been closely allied 
with the long-established 
Lopez family. He has even 
allowed them management 
control of Philippine Com- 
mercial International Валк, 


of which he is the biggest stockholder, 
Second, the emerging Chinese-Filipino 

élites have expanded from commodities 

to finance. While both Gokongwei and 


Many, retailers. grew rich with the һар of family dendo. | 
linked to China, Taiwan and Hongkong. As the economy de — 
veloped under US colonisation, these companies were helped 
by the fact that they lived close to Manila’ s port. The Chinatown a 
district continues to be an important hub of the country's S: inter- CU 


Politicians exploited racial antagonism after the US. granted Uus 
the Philippines independence in 1946, particularly under the — 
_ administration of president Ramon Magsaysay a decade later. 2 
: After Magsaysay pushed for the “Filipinisation’” of the те il 
hinese-Filipinos continued their importi n 

: activities by bribing government officials to allow them to! onn 
B dummy Filipino companies. But : | 
~ wholesale tre 




























facture. and retailing, they invested 

eavily in the stockmarket and in banks in 
particular. Robert Coyiuto Jr and Alfredo 
Ramos were big stock investors in the 
1970s, and they have become significant 
pd in the large oil-exploration 
firm _ listed on the Manila Stock Ex- 
2 The entry of these new groups and the 
tence of long-established Chinese- 
Filipino banks has meant that the Chinese- 
‘Filipino presence in the financial industry 
“has expanded greatly. These groups now 
control (or have substantial investments in) 
13 of the country’s 26 local commercial 
‘banks. The George S. К. Ty-controlled 
Metropolitan Bank has grown dramatically 
in a decade to challenge the oldest and 
largest private bank, the Ayala-controlled 
Bank of the Philippine Islands (BPD. 













— the Gokongwei and Sy conglom- 
erates — are shareholders in Far East 
Bank, which together with Metrobank and 
BPI make up the three largest banks in the 
country. Gokongwei controls 


T wo major Chinese-Filipino groups 


cial International Bank, effectively outvot- 
ing the élite Lopez family, while an emerg- 
ing Chinese-Filipino magnate, William 
Gatchalian, has an 8% stake. There are 
many other Chinese-affiliated banks, such 
as Lucio Tan’s Allied Banking, Boston 
Bank of the Philippines headed by Elena 
Lim and China Banking of the Dee K 
ne family. 


existed, has been covered up by the Marie family. ) The move 
_ helped. greatly in the steep growth and power of Chinese- 
- Filipino companies, which has, in turn, helped the Aquino ad- 
^ ministration to survive six coup attempts. | 
— "Marcos decided that his government must have diplomatic 
relations with the Chinese Government for a number of 
- reasons. Among them was a desire to follow former US presi- 
dent Richard Nixon's foreign policy, the need to secure oil - 
. supplies and a plan to undercut the communisted insurgency. 
But in making friends with the Chin 
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economically powerf 


hi 5 “regime. Не needed the € СЇ 


solidating ca ба. in ко ^T 


2076 of : 
another major bank, Philippine Commer- ` 


ese Government, Mar- 
ther the Chinese-Filipino community. In the - 
past, thousands of ethnic Chinese in the Philippines. had de 
loped political ties with Taiwan. Many of the immigrants Һаа 


to the Philippines to аре! Ch una after the communist 7 









inae But the ooo was also playing. power politics with 

у’ milies who had refused  : 
| inese-Filipino community - E 
as. a power base ne the. а landowners not in his | 
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William Gatchalian has moved from plastics 
to dramatically changing Manila's skyline. 


Although the insurance business has for 
decades been dominated by the Philippine- 
American Life Insurance and the Ayalas’ 
Filipinas Life Assurance, Chinese-Filipinos 
have made significant inroads into this in- 
dustry, particularly in non-life insurance. 
The Malayan Group of Insurance Com- 
panies, headed by Philippine Ambassador 
China Alfonso Yuchengco, has been the 


years. 


days. In the early. 





ing to the US an 


ing ко л, (Rizal- 


"The liberalisation. of immigration daws had рена. 
consequences on the Chinese-Filipino community. About _ 
38,000 ethnic Chinese heads of households have received _ 
citizenship since the law was changed, which means that about 
160,000. people have become folly fledged citizens. over the v 


were lifted, and a broader. тереен la 
quickly. At last, the ethnic Chines t 
pines were putting down: roots. ee a 
Because of their gratitude. to "Marcos. the Chinese 
community became a bulwark of his regime, even in its 
1980s, for example, whe 
OV 1949. aes еее . mestizo апа Ерім professi 5. 
isa eal Marcos. had to find a way io: deal with the now: 
ful sector that was. largely opposed to 





at home and expanded 1 the 
“Marcos {часы po m 













ing) to banana produc уп, manufac 
(Philippine Rock Products. and 
Pharamaceuticals) to retailing | (X 





started in non-life insurance: 
to other fields. Coyiuto belc 
dan, which owned one of Ма 
non-life insurance firms, apth 
Pioneer Insurance. A family feud 'rompt 
his father to organise Provident Ínsuran 
which his son Robert has built up in 
past decade. McDonald's franchise-holc 
in the country, George Yang, started out 
the insurance industry (United Insurance). 

The Manila Stock Exchange, locatec 
near Chinatown, continues to be domi 
nated by Chinese-Filipino stockbrokers 
Among the biggest of such firms in both 
the Manila and Makati exchanges аге. 
Coyiuto Securities, run by Coyiuto, who is 
also the chairman of the exchange; Bels 
Securities headed by Eduardo Lim; а 
Cualoping Securities. 

Outside finance, Chinese-Filipinos have 
expanded rapidly in the media and prop- 
erty They control six out of the 10 daily - 
English-language newspapers in Manila. | 
Shipping magnate Emilio Yap controls: 
Manila Bulletin, the largest circulated daily 
in the country. The Philippine Star group o 
nevespapers is controlled by Betty Go-Bel 
monte, who also publishes the annual Foo- 
kien Times Yearbook. Plastics magnate Will- 
iam Gatchalian was one of the original. 
financiers of the Star group, though Hee 










































































As legal residents, restrictions in. industries such as , agric + | : : 
ture and retailing as. well as. prohibitions on landownership 


class develo d 








ich before martial law in the 1972 was 
1€ biggest morning daily. Ownership of 
he Times has been added to his association 
with the Manila Chronicle though Philippine 
ommercial Bank, whose major stock- 
olders own the daily. Ramos, who chal- 
^ lenged the Sorianos for control of Atlas 
Mining and Development, owns The Daily 
slobe group of newspapers, while insur- 
ance man Antonio Cabangon Chua started 
A tabloid last year. 
© The real estate boom in the capital has 
_ been called the "Taiwanisation" of Manila 
_ because of the rush of Chinese-Filipino 
_ groups into the development of con- 
.. dominiums, commercial complexes and 
‘smart residential districts. Much of the 
money has come from Taiwan. The Tan 
_Yu-controlled Marina Properties is the 
biggest single company to start construc- 
боп with the Manila Bay Asiaworld City 
project, estimated to cost P22 billion 
.(US$977.7 million) before it is complet- 
ed in the mid-1990s. The Sy and the 
¿Gokongwei groups are also building 
“big shopping malls, while Ramos’ 
_ Philippine Realty has a joint venture 
_ with the Hongkong-based Kuok 
* group to construct hotels and con- 
| dominiums. 
C Gatchalian has diversified from plastics 
ж construction. He is planning to change 
. the skyline of Roxas Boulevard along Mani- 
... la Bay with his 48-storey Orient Plaza and 
= the new Manila Stock Exchange build- 
. "ing. Chinese-Filipino landowners іп 
Chinatown district of Binondo have pooled 
their resources to construct five large con- 
ominium buildings in the area. This has 
pushed up the price of land in a formerly 
rundown district to become the most ex- 
nsive in Manila. 







































hile investing in new fields, the 
Chinese-Filipino community has 

V Y maintained its traditional domi- 
nance in retailing and commerce. Among 
department stores, two archrivals vie for 
Sy (of the SM Shoemart chain) 
and Gokongwei's Robinsons’ commercial 


E The second-tier department stores are 
1 controlled by less well-known Chinese- 
ilipinos, whose combined size would rival 
iat of the Sy and Gokongwei chains. 

hese include the Plaza Arcade and Fair 
lart stores of the Chua family; the Cebu- 
Gaisano (Go) family; the Gow fam- 
controlled Uniwide stores; and the Go 
¢ can's Ever Emporium. ‘The more 











laka f Supermarket, Cher ; m) ^s 


ii T" The Manila fines; 
works, many of 


island — passenger-shipping firms 


ес alised appliance stores are also domi- - 
Chinese-Filipinos along with most 
ountry’s biggest supermarkets — — 


sl үнө! wholesale and distribution net- 
them centred in 
Chinatown. The biggest wholesalers in- 
dude the Kaw Sek clan's PNZ Marketing, 
Lim Ka Thong's Linton Commercial and 
the Lopingcos' DAE Marketing. Rice distri- 
bution is controlled by Chinese-Filipinos, 
with government authorities sometimes 
claiming that rice prices are manipulated. 
New Chinese-Filipino firms have also es- 
tablished aquaculture ventures. The biggest 
of such firms are Orient Marine and Fishing 
Resources, Central Marketing and Bescom 
Commodities. 

Their hold over distribution has been 
helped by the fact that the two largest inter- 














Aifredo Ramos, who almost got Atlas Mining, 
controls newspapers and bookstores. 


are 
Chinese-Filipino: William Lines of the 
Chiongian family and Sulpicio Lines of the 
Go family headed by Go Guioc So. The sec- 
ond-largest inter-island cargo shipping firm 
is the Gothong family’s Carlos A. Gothong 
Lines. 

The growth of a new class of consumers 
in the country has benefited many busi- 
nesses, including the coconut industry. 
This used to be run by an oligopoly of US, 
Dutch and Chinese-Filipino companies, 
until Marcos crony Eduardo Cojuangco Jr 
assumed control of the industry. Two 
ethnic-Chinese groups have stayed in busi- 
ness, and with the demise of Cojuangco' 5 
monopolies, now make up the most pow- 


erful bloc in the industry. They are the Lu 
Ym group, the biggest manufacturer of а 
coconut oil in the country, and the Luy Kim - m 
br Guan family, which owns the Interco 


ke . group о of sompanies, The Lim. 2. s containers. ul 











| ( à Malabor оар, Pacific Oil 
Products and Alfredo Ching 8 International 
Oil Factory. | | 

Hour milling is the base of General Mil- 
ling, owned by one of the country's richest, 
least-known magnates, Wilfred Uytengsu, 
and his family. With its P1 billion expan- 
sion programme, General Milling will be 
the biggest flour miller by the middle of this 
year, outpacing КЕМ Industries, owned by 
the family of Trade and Industry Secretary 
Jose Concepcion. General Milling has be- 
come an agribusiness conglomerate, pro- 
ducing snack foods (Basic Foods), milk pro- 
ducts (Holland Milk Products) and coffee 
(Hills Brothers). 





irms like San Miguel and the Ayala 

companies, still dominate processed 

foods, but Chinese-Filipino groups 
control a substantial part of the industry. 
These groups range from the bigger firms 
linked to conglomerates (such as the 
Uytengsu firms and Gokongwei's Univer- 
sal Robina), single-product firms (like 
Philippine Cocoa Corp.) to new medium- 
sized firms such as Sugarland International 
Products. 

Three Chinese-Filipino firms control the 
cigarette industry: Lucio Tan's Fortune To- 
bacco; its main competitor, La Suerte Cigar 
& Cigarette Factory owned by Chung 
Tiong Tay; and La Campana Fabrica De 
Tabacos of the Wongchuking family. 

Jose Yao Campos, a Filipino-Chinese, 
owns the largest pharmaceutical manufac- 
turer, United Laboratories, and a brother, 
Yao Shiong Sio, controls two other drug . 
firms. Pharmacies are dominated by the 
Mercury group owned by the Que family. 
George Ty through Metrobank and its affi- 
liates control Plastic Group Philippines, the 
biggest manufacturer of plastics. Gatcha-. 
lian controls the plastics conglomerate, © 
Willex. : 

several Chinese-Filipino. magnates | 
made their initial fortunes in the textiles in- 


dustry, among them Marina Properties - 


Tan, who has since moved into real estate — 
development; Gokongwei, who still орег- 
ates two textile mills; and Willy Co., adose . 
associate of Allied Bank's Tan. The . 
Taiwanese partners of P. L. Lim have. made. P 
the biggest investment since Aquino came 
to power with US$150 : million in Filsyn — 
Corp. The rubber footwear manufacturing _ 
industry contains one. of the largest € enter- = 
prises in the country, Rubberworld, owned | 
by Yao Ka Pho. _ | 

А complete list of. Bnet a man- 5 
a would: include ; Bah anised s = 
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INVESTMENT 


Japan holds fire on East-European investment 











By Charles Smith in Tokyo 











apanese businessmen are in the throes 

of "discovering" Eastern Europe, with 

more than 20 investment missions 
sponsored by industry associations or pri- 
vate industrial groups due to visit the re- 
gion between March and October. But the 
result in terms of actual projects may be 
meagre. Аз has been the case elsewhere 
in the communist bloc, Japan seems likely 
to out-perform most other countries in col- 
lecting information on the investment cli- 
mate in countries like Poland and Hungary, 
while lagging in decision-making. 

Japan's current record in Eastern Europe 
suggests that the area was largely ignored 
until the government made a political deci- 
sion late last year to become heavily in- 
volved in the international reconstruction 
effort for the region. Two-way trade with 
the seven East European countries rep- 
resented 0.3% of global Japanese trade in 
1988, and investments in the region are so 
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Just window shopping 


small that they do not even show up in the 
official figures. 

But Prime Minister Toshiki Kaifu's an- 
nouncement of a US$1.95 billion aid pac- 
kage for Poland and Hungary seems to 
have changed business attitudes dramati- 
cally. Japanese banks and trading com- 
panies have started talking of Eastern 
Europe as a new frontier which could at- 
tract manufacturing investment away from 
"fringe" members of the EC such as Spain 
and Portugal, and perhaps even from 
Asia's NICs. 

The region’s charms include wage levels 
that are far lower than in South Korea or 
Taiwan, a technically literate labour force, 
and probable tariff free access to West Euro- 
pean markets. The legal environment in 
Poland and Hungary is also much more at- 
tractive than in the Soviet Union, because 
both countries are willing to allow 100% 
foreign ownership. 

Researchers at the state-owned Export- 
Import Bank, which has found itself sud- 


denly committed to а US$1 billion lending 
programme in Poland and Hungary, agree 
the area ought to be attractive to Japanese 
investors, though the bank still seems to be 
in a state of shock at the speed with which 
the political climate has changed. 

According to Yoshio Suzuki, deputy di- 
rector of the bank’s Europe and Middle 
East loan department, the opening of East- 
ern Europe to foreign investment will tilt Ja- 
panese investment in Europe towards the 
centre of the continent, while making it 
easier to establish a presence in Europe in 
time to cope with the EC's unified market 
programme. 

Exim Bank officials are still not certain 
that the EC will allow Eastern Europe the 
same kind of market access which is being 
promised to European Free Trade Associa- 
tion countries by 1993 but a series of re- 
cent bilateral agreements suggest things are 
moving that way. A bigger question is 
whether the EC will tolerate Japanese in- 
vestments in Eastern Europe that are obvi- 
ously designed as export bases for penetrat- 
ing the EC market. 

Executives at Toyo Menka, the seventh 
ranked general trading company and one 
of the few Japanese groups to have invest- 
ed in the Eastern bloc, say that they make a 
point of avoiding sectors that might be seen 
as competing directly with the EC. Toyo 
Menka says Japanese investments in small 

° 
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саг assembly in Poland or Hungary will i 
_ “asking for trouble" from countries, li 


















?uilding cars of 1,000cc and under, 

-. Despite this, one of the first big Japanese 
investment projects in the region will in- 
¿volve cars. In mid-January, Suzuki Motor 
announced a plan to build a small car 
manufacturing plant in Hungary that will 
-certainly be partly dependent on exports. 
: And Mitsubishi Motors recently confirmed 
that it had received an East German request 
„tO submit a proposal for а car factory. 

A project which seems to have been 
carefully designed not to tread on any West 
;uropean toes is the planned construction 
‚Бу Asahi Glass of a US$150 million float 
glass factory in Poland. According to Toyo 
-Menka, which acted as a coordinator, the 
idea is to complete a factory which was 
started by the Poles in the late 1970s with 
technology from British glass manufac- 
turer, Pilkington, but abandoned after the 
*.. imposition of sanctions in 1979, 


2 Ithough Asahi is not saying so offi- 
D А cially, the Polish factory’s exports to 
[3 the EC will take place within the 
. framework of an understanding between 
|. Asahi‘s Belgian affiliate Glaverbel and the 
. .two main European glassmakers, Pil- 
__. Kington and St Gobain. The result will be 
| that the Asahi group's overall share of the 
__ West European market will not change gig- 
nificantly. 

|. A US$50 million project to manufacture 
. the cattle feed additive L-Lysine at a factory 
_ in Hungary is another project which is 
. aimed to have been carefully tailored not 
. to ruffle West European sensitivites. L- 
_ Lysine was invented by Kyowa Hakko, the 
main Japanese investor in the Hungarian 
... plant and is not at present made by any 
_ European company. 

(0. As with the Asahi project, an important 
|o factor in the Japanese decision to proceed 
_ With the L-Lysine project was encourage- 
, ment from the International Finance Corp. 
-. (IFC), the equity financing arm of the World 
Bank. Toyo Menka says it was "intro- 
iced” to Hungary by the ТЕС after working 
with it on a steel manufacturing project in 
Egypt in 1985. IFC participation in invest- 
ment projects in Hungary or Poland is vital 
'ecause it enables the Japanese partners to 
to top ranking officials and to get seri- 
attention to matters like the need for 
Oper accounting practices. 

The despatch, under Ministry of Inter- 
tional Trade and Industry (Miti) aus- 
, Of a 70-member investment study 
ion in March may be the next step 
getting to know the region. But in- 

























where there are fears about the implica- 
ions of a Japanese investment rush on the 
ministrys ability to see that companies 
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France and Italy, which have a big stake in 


hibitions are accumulating, even at Miti - 


bide by COCOM rules limiting technology 


ndonesia finished the decade as it 

began: on an economic upswing with 

growth rates and foreign-exchange 

earnings on the rise. Private econo- 
mists estimate that GDP growth last vear 
was slightly above 6%, against 5.7% in 
1988. Preliminary figures indicate that ex- 
port earnings amounted to US$22.3 billion 
last vear, up 18% over 1988 and the second- 
highest total recorded since 1981 when re- 
ceipts were US$23.7 billion. 

In 1989, Indonesia's export sector was 
more diversified than ever before, and as a 
result, earnings were much less vulnerable 
to commodity price swings, though oil re- 
mained Indonesia's top foreign-exchange 
earner. Exports outside the petroleum sec- 
tor amounted to an estimated US$13.5 bil- 
lion last year, or 61% of the total, compared 
with just 19% of the total in 1981. Manufac- 
turing continues to spur the country's non- 
oil export drive, comprising about 80% of 
all non-oil exports in 1989. 

Foreign investment is also rising. Ac- 
cording to figures supplied by the Invest- 
ment Coordinating Board, foreign invest- 
ment reached US$5.9 billion last year, up 
34% on the US$4.4 billion committed to 
projects in 1988. The new investment in 
1989 involves 295 projects. 

Japan topped the investment league last 
year with US$919 million in commitments, 
followed by South Korea with US$480 mil- 
lion and Hongkong with US$378 million. 
Japan and South Korea tied for the most 
number of projects with 65, followed by 
Tatwan with 52. The board calculates that 
the planned projects, once on line, will add 
US$4.3 billion to annual export earnings. 

The chemical industry was the most po- 
pular investment sector in 1989, accounting 
for almost US$2.5 billion of the total. Other 
areas of interest to investors were textiles, 
metalworking, food processing, paper and 
pulp, and hotels. 

Java again attracted the lion's share of 


investment in 1989, despite government ef- 


forts to steer investors towards the outer is- 
lands. These islands, however, still need 
huge improvements in electricity, transport 
and basic infrastructure before they can 
compete with Java. In 1989, US$4 billion, 
two-thirds of total foreign investment, was 
earmarked for Java with half that amount 
destined for Jakarta and West lava alone. 


After successive reforms in late 1988, . 
banking and financial services expanded... by 


Happy days 












schemes and improved customer service 
helped attract new deposits into the bank- 
ing system. Bank Indonesia, the central 
bank, estimates that demand, savings and 
time deposits increased by 38% last year, 
reaching Rps 51.8 trillion (US$28.77 million) 
by the end of December. In turn, total bank 
credits jumped 36% to Rps 59.7 trillion. 

In January, Bank Indonesia shook up. 
the banking sector by announcing it would 
reduce by perhaps as much as 50% the 
amount of subsidised credit it now lends. 
The bank said it expected state and private 
banks to be able to fill the lending gap 
created by its decision. At the time of the 
announcement, outstanding. subsidised 
credits amounted to approximately Кр. 
16.7 trillion. | 

Another central bank regulation an- 
nounced at the same time requires domes- 
tic banks to allocate 20% of their outstand- 





















Estates ———— 14 
Fertiliser — 492 
Mining 95. 
Export 3.0 
Investment 2.394 
Food stocks 1,949. 
Others — eme 8,274. 
—7715,.976 





Total- 





ing credit to customers with assets of less 
than Rps 600 million. The news forced rates 
up in the interbank market, and Bank In- - 
donesia was forced to add liquidity by buy- 
certificate, in the two days following its an- 
But on 31 January, the seven state banks 
which together control 55% of all bank de- 
posits and hold 66% of all banks credit an- 
nounced en masse that they 
time deposit and lending гай 














































rapidly. Thirty-five private banks opened in an obs 
1989, including 10 joint ventures between Айе 


. foreign banks and local institutions, — . pear: 
^ The introduction of new savings 
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Шо... Cannes’ know-how is the driving force 
behind half the 25 satellites Europe will put into orbit up to 
1991. A new High-Tech event which puts the Cóte d'Azur 
right at the forefront of creative intelligence. 


By setting up in Cannes near Sophia Antipolis (Europe's 
largest technopolis), Aérospatiale knew it would enjoy 
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an unparalleled infrastructure: an international airport and 
one of the best telecommunications networks in Europe. 

Aérospatiale Cannes is currently involved іп all the 
space programmes of the future such as Hermes and 
Columbus. "The Right Stuff" Part Two starts today on the 
Cóte d'Azur... 
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The specialist in all transmission technologies. 
Because unlike the bewilderingly large number 
of companies who concentrate merely on one 
particular product in one particular area, Alcatel 
Transmission operates right across the board. And 
beyond. 

From initial design right through to the servicing 
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of the full range of voice, data and image trans- 
mission systems. 

Systems which fit into any network, whether 
local, national, international or military. Systems so 
advanced that they will be capable of satisfying 
future transmission requirements. 

For you, this vast pool of expertise and ex- 











уп system сап be complex. 


»erience, a capability which has made Alcatel the 
eading supplier of all space, land and submarine 
ransmission systems — means you will always get 
he best solution to your transmission requirements. 

One that never relies on pre-conceived notions 
and pre-packaged answers. So next time, be 
specific right from the start. Talk to Alcatel. 


АСА ds n 


Transmission Product Group, 
10, rue Latécoére, 78141 Vélizy Cedex, France. 


“ALTHOUGH 
WE DEAL 
ON 24 
STOCK EXCHANGES, 
TO US 
THERE IS ONLY 
ONE MARKET” 


DAVID BAND, 
CHIEF EXECUTIVE, 
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THE GLOBAL EQUITIES MARKET 





It is no longer sufficient for in- 
vestment banks to offer issuer or 
investor clients advice purely on their 
domestic capital market. 

These days, after all, investors 
are focusing more and more on 
global sector trends. Not just at an 
individual country’s investment 
potential. 

Thats why, at BZW, we have 
one of the world's largest teams of 
economic, fixed income and equity 
analysts. 

They provide the cross-border 
intelligence on 21 countries and 2000 
companies which backs up our ability 
to value and place securities, and 
support an after market in those 
securities, throughout the world. 

Whether it's bonds, swaps, other 
hybrid instruments or equities, we 
can now produce the right inter- 
national investment package for any 
client, anywhere in the world. 

Indeed, we now have the re- 
sources to help industry and business 
treat the world as one market 

Just as we treat it as one invest- 
ment market. 

To find out how David Band's 
view of the investment market could 
help your business, send your 
business card to him at the address 
below. Or telephone us in Hong Kong 


on 5 8415123 


BARCLAYS de ZOETE WEDD 
QP ou INVESTMENT BANKING Айм OU ги MART луу LRL 


Barclays de Zoete Wedd, Ebbgate House, 
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: ByA Adam Schwarz in Jakarta 


ochtar Riady, impresario of In- 
donesian banking, is building 
1 Y 30 Lippo Group into one of the fast- 
est rising — and certainly the flashiest — 
Stars in Indonesia's corporate world. The 
group's activities revolve around financial 
‘services — and it is not coincidental that 
‘this is the sector which has been the first 
„апа most visible target of government ef- 
forts to reform the economy. 

Lippo's meteoric rise, led by its flagship 
Lippobank, has generated mixed feelings 
among local bankers. Some see the com- 
pany as being healthily aggressive and in- 
novative. For many, Lippo has improved 
the nature of private Indonesian banking 
by developing new, more attractive savings 
Schemes, spending lavishly on advertising 
and moving fullforce into the previously 
largely untapped retail | 
market. 

Lippo has also been 
quick to take advantage of 
the blossoming Jakarta 
Stock Exchange (SE) by 
listing five companies in 
1989 

But other observers are 
less impressed. “They 
scare me,” says one local 
banker. “They are moving 
too quickly into a market 
which just may not be 
ready vet." Some say that 
Lippo’s retail strategy, 
while sensible on paper, 
may go awry because of 
Indonesia's severe short- 
age of qualified banking 
professionals. They worry 
that Lippo's growth has 
come at the expense of 
prudent credit analysis 
and that it may be Ш- 
equipped to weather an 
economic downturn. 

Lippo Group’s biggest 
holdings are in Lippobank 
and Bank Central Asia 
(BCA), Indonesia’s largest 
private bank, in which 
magnate Liem Sioe Liong 
is the major shareholder. 
-Mochtar Riady holds the 
management contract for 
-BCA and his family owns 
about 20% of BCA's stock. 
In Lippobank, the Riady 





appo leaps into Indonesia 5 retail banking market 


The flashy financier 


family is the principal shareholder while 
Liem holds about 20%. Liem and Mochtar 
Riady hold minor equity stakes in a 
number of companies that the other owns, 
but the two banks represent the only major 
domestic cross-holdings between the Riady 
and Liem families. Abroad, Liem holds 
a substantial minority share in Hong- 
kong Chinese Bank and Lippo Bank Cali- 
fornia. 

Lippo Group is a minority shareholder 
in two foreign joint-venture banks in 
Jakarta — one with Tokai Bank of Japan 
and a second with Banque Nationale de 
Paris — and is partners with an Indonesian 
navy-linked foundation in Bank Bhumy 
Bahari. It holds equity in three foreign- 
managed leasing firms and controls five in- 
surance firms, three in Indonesia and two 
in Hongkong. The group has majority con- 
trol of two local finance companies and, 
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through BCA, 51% of Multicor, 







financial institution. Multicor, Lippobanl 
and wholly owned brokerage subsidiar 
Lippin Securities all hold seats on the j 
Lippo has smaller positions in manufactur- 
ing, mining and real estate. | 

Lippobank, which changed its name. 
from Bank Perginagaan Indonesia in March. 
iin July 































and merged with Bank Umum Asia 
is the key to the group's success. It 
man Mochtar Riady, 61, has a track 
second to none in Indonesian banking 
took Bank Buana, then Panin Bank 
lastly BCA to the top of Indonesian banki 
tables. He has the same ambitions for Li 
pobank. es 
But in the era of deregulation, buik n 
banks has become more difficult. BCA, fo 
example, could count on major deposits 
from Liem-owned companies such as 
osari Flour and Indocement. Since Oc- 
tober 1988, however, intra-corporate lend- 
ing limits have been announced and a flood 
of new local and foreign banks have made. 
the search for deposits and corporate cus- 
tomers a great deal more competitive. =. 
At Lippo, the buzzword is retail 
"Where else can we grow quickly," asks 
Laksmana Sukardi, Lippobank's Citibank: 
trained managing director. Lippobank's 































white-collar middle class. TS 
With this kind of client, said Sukardi, Lippo 
has a core deposit base which “is small 
scale and stable, not interest rate sensitive 
and not particularly vulnerable to rupiah 
devaluation rumours.” > 

To reach these customers, Lippo an- 
nounced with great fanfare in May 1989, 
a savings plan called Tahapan n 
20 July '89) in conjunction with BCA — 
апа Bank Bhumy Bahari. Tahapan 
offers 15% interest and a lottery ticket 
for each Rps 10,000 (US$ 5.50) depo- 
sited. Lotteries, each giving away 
cash prizes totalling Rps 500 million, 
` are held every three months. 

2. By most accounts, Tahapan has 
.. been a huge success. Of Tahapan 
` depositors, 60% have less than Rps 
<~ 100,000 on deposit and many are be- 
lieved to be first-time entrants into 
. the formal banking system. “Exactly what 
_ the government had in mind when it told 
. banks to mobilise new funds" опе 
. economist told the REVIEW. 

2 Lippo figured Tahapan would have to 
. generate about Кр 250 billion a year in 
-< new deposits to cover the cost of prizes and 
|, advertising. In just seven months, Tahapan 
. attracted Rps 750 billion in deposits and 
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Tahapan ig interest queer on de- 
positors' lowest balance, which means that 
Tahapan deposits, of which about 35% 
come to Lippobank branches, provide 
Lippo with funds costing around 12.576, 
considerably less than the 16-18% carried 
by time deposits which other banks have 
traditionally relied on for funds. 

To make Tahapan work, Lippo has 
os lashed together an extensive branch 





__ Lippo Group's =. scd 
Ор milion - 
ҖИ йй. 





network. “Small depositors won't travel far 
to deposit money. They'd rather keep cash 
under their pillow,” said Sukardi. After 
starting last year with 28 branches, Lip- 
pobank closed the year with 100. James 
Riady promises another 32 branches will 
be opened in 1990, further closing the gap 
on BCA and its 160 branches. Riady esti- 
mated that Lippobank spent Rps 12-15 bil- 


with oe jd satin trying to 
recycle the tidal wave of Tahapan deposits 
into risky consumer loans. They say no 
bank can safely let its assets grow six-fold in 
one year, as Lippobank did in 1989, jump- 
ing from Rps 350 billion to Rps 1.86 trillion. 

James, 33, an articulate, energetic man- 
ager, brushes aside these criticisms. “First 
of all, our loan-to-deposit ratio is only 47% 
which shows we are sacrificing pro- 
fits for safety. The ratio will rise but 
we don't envisage it going above 
70%. Most banks in Indonesia have 
loan to deposit ratios above 100%.” 
He said the rest of Lippobank de- 
posits were ploughed into the inter- 
bank market earning 14-14.5% or 
into corporate bonds which carry 
rates of around 1775. This compares, 
Riady said, to Lippo's average cost 
of funds of just under 13%. Lip- 
pobank's net income in 1989 was Rps 13 bil- 
lion and Riady projects a Rps 23 billion pro- 
fit for 1990. 

. Choosing a retail strategy has allowed 
Lippo to emerge from the shadow of BCA. 
James Riady said that while senior-level po- 
licy of BCA and Lippobank is still coordi- 
nated, lower down the two banks compete 
as separate institutions. The banks tend to 
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: By Jonat Jonathan Friedland i in Hongkong - 


T he Lippo Group is boosting its pre- 








sence abroad almost as quickly as it 
is at home. And it is using much the 
same approach: by racing — some would 
‘say recklessly — to increase the size of its fi- 
‘nancial companies while spending heavily 
.on advertising to raise its profile. 

. The Riady family is aiming to knit to- 
gether a global network of banks and fi- 
nance and investment holding companies 
that can one day be merged under the Lip- 
;pobank banner. Its overseas banks and 
finance companies, bought in the early 
1980s, concentrate on Southeast Asian 
ade finance and increasingly, like Lippo's 
idonesian operations, on local consumer 
nding and the credit card business. 

. Lippo's international investment hold- 


Jüady's use Chinese ties to boost overseas image 


Face for the future 


establishing ties with important local busi- 
nessmen as winning solid returns. 

The main components of Lippo’s over- 
seas operations are a pair of banks on either 
side of the Pacific Ocean, the HK54 bil- 
lion (US$512.8 million) assets Hongkong 
Chinese Bank (HKCB) and the US$149 mil- 
lion assets Lippobank California. The 
group also holds majority stakes in a pair of 
Hongkong finance companies — the larger 
of which is majority owned by Liem — and 
in Singapore and Macau-based investment 
holding companies. 

"We have achieved a critical mass 
[overseas]" HKCB director Stephen Riady 
told the REVIEW. "We can now diver- 
sify away from our core [trade finance] 
business." 

In Hongkong, diversification has meant 
a do-or-die attempt to gain a larger slice of 
the territory’s fiercely competitive con- 
sumer banking market. In the US, it has 
meant building a niche consumer lending 


business catering to the Indochinese r ret- 





ugee community of southern Calif 


Considerable progress has beer iade ih in  HKCB, and. to a lesse: 


both regions, particularly bearing in mind 
the dismal state of both local institutions be- 
fore Lippo took over, HKCB faced near-fatal 
liquidity problems under the proprietorship 
of Hongkong’s Overseas Trust Bank in the 
early 1980s, and was auctioned off to the 
Riadys by the government in 1984. Lip- 
pobank California was formerly the Bank of 
Trade, the oldest overseas Chinese bank in 
the US. It was hit badly by fraud, put into 
Federal receivership, and finally taken over 
by the Riadys in 1984. 

In both cases, Lippo paid a premium 
over asset value, winning in return banking 
licences, and balance-sheets that had been 
wiped clean by government receivers. The 
Riadys then set about bringing the banks 
into a trade finance network that included 
not only its Indonesian banks, but also 
Daiwa Bank, Long Term Credit Bank of 
Japan and Tokai Bank. 





ithout this network, we would 
find it difficult to survive," admits 
Stephen Riady. "Other banks 
have used their deposit base to build the 
lending business. We have done it the 
other way around. Although we may have 
a mismatch of assets and liabilities some- 
times, we don't mind as long as the group 
has the ire | 








мше this 15 à. isk strategy, bankers 
say. that it is: probab only. way that 
«te t Lippobank 

















у. 
па competition increases, this type of 
on ыла Бе more difficult to coordinate. | 




























v r to Lippobank full time. 





рро’ s high-profile strategy has been 

mixed blessing. Lippo, like other 
агре Indonesian-Chinese conglom- 
й has been caught in a populist 
klash against Indonesia's economic 

ulation efforts. This eventually 
| force Lippo to adopt a more subdued 















"There is evidence that Lippo senses 
Janger i in relying unduly on the untested 
retail market. Lippobank listed 15% of its 
shares late last year, boosting bank equity 
trom Кр 39 billion to Rps 140 billion. “As 
our equity grows, we can afford to take on 
digger loans with bigger customers,” said 
Sukardi. Local bankers report that Lippo 
nas been hiring corporate bankers away 
trom other banks. 

Lippo is also strengthening its interna- 
tional ties. Its two foreign joint-venture 
banks in Jakarta will give Lippo access to 
Japanese and European clients formerly 
beyond their reach. Lippo, which holds 
15% in both banks, has the right to buy up 
to 40% of each bank at book value and has 


dn say [no is “considering a third 
joint-venture bank, possibly with a South 
Korean bank. 

To test its name recognition abroad, in 
December 1989 Lippo issued US$50 million 
of floating rate CDs in Hongkong. The issue 
was well subscribed and the securities sold 
at 50 basis points over Libor, marginal- 
ly above the 40 basis points over Libor at 
which sovereign Indonesia debt normally 
sells. 

Lippo is also thrusting its way into non- 
bank financial services. Last year Lippo 
Pacific Finance raised US$9.4 million on the 
БЕ and upgraded into a full-scale finance 
company specialising in mortgage leasing. 
Lippo's leasing joint venture with Bankers 
Trust is also expected to be upgraded to a 
finance company this year. 

Lippo Group will also seek a securities 
company licence for Lippin Securities. The 
licence will enable Lippin to trade on the 
exchange and underwrite new securities. 
Last year it was rumoured that Lippo 
would form a joint-venture securities com- 
pany with Bankers Trust, but sources say 
the deal fell through when Lippo refused to 
guarantee it would not get involved in 
additional joint-venture securities firms. 
Lippo is said to be mulling two such ven- 
tures at present, one each with a South Ko- 
rean and Taiwanese brokerage house. ш 
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California, can survive. “They have to 
stabilise their deposit base,” notes one 
Hongkong banker. “But they had to build 
their business first.” 

According to Hongkong-based bank 
analysts Capital Information Services, HKCB 
had the fastest growth in interbank de- 
posits and the second-fastest growth in 
loans and advances of any Hongkong com- 
mercial bank in 1988, In 1989, its balance- 
sheet was pumped up further, with assets 
growing by a third to HK billion during 
the course of the year. Profits also zoomed 
ahead, with retained earnings attributable 
to shareholders increasing from HK$30 
million to HK$149 million. This last 
figure, in part, reflected the sale and 
leaseback of the company’s Des Voeux 
Road headquarters. 

 HKCP's profile has also risen mightily in 
the past few years. The Riadys have spent 
heavily on advertising, peppering bill- 
boards and trams with a bold logo por- 
traying the lender as “the Chinese Bank.” 
To drive the point home, HKCB sponsored 
the 1990 Lunar New Year's fireworks at a 
cost of HK$2 million. 

. Ethnicity is also a big theme at Lip- 
pobank California, which has sought to 
position itself as the community bank for 
the hardworking, though still largely lower 
middle-class, Vietnamese population of Los 
Angeles and Orange County. The strategy 
Mars to be paying off. After years of 
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losses, Lippo clocked a US$1.5 million net 
profit in 1989, 

The successful turnround of Bank of 
Trade stands in positive contrast to the 
Riadys’ previous foray into the US. In De- 
cember 1984, the Riadys spent US$16 mil- 
lion on a minority stake in Worthen Bank- 
ing Corp., the largest bank in the US state 
of Arkansas. Five months later, Worthen 
lost US$52 million when a New York-based 
government securities broker went bank- 
rupt over the Easter holiday. The Riadys 
and their US partner, investment banker 
Jackson Stephens, were forced by US reg- 
ulators to put a further US$32 million into 
Worthen as a matter of urgency. 

While Worthen was nursed back to 
health by James Riady over the next two 
years, the Indonesians wanted out of the 
investment. Jackson Stephens, who bought 
into HKCB with the Riadys in 1984, swapped 
his 32% in HKCB for the 16% of outstanding 
Worthen shares that the Riadys held. 

With their offshore banks now operat- 
ing profitably, the Riadys have turned to- 
wards establishing a modest presence in 
the fund management business and help- 
ing build fund management expertise 
among Lippo bankers. Under the aegis of 
its Hongkong holding company, Lippo 
Asia, the group is establishing a US$30 mil- 
lion closed-end equities trust, called the 
Java Fund, to invest in the Jakarta stock- 
market. " 











Malaysia strike does | 
little to halt downturn. 1 


No bounce 
for m 


Maternity v aer riori 





ruary by lays s 65, 000 J 
tion workers proved to be just a. 
cup in the 18-month price slump that bas 
hit the world rubber industry. : 
Global rubber prices, according to Ng 
Kok Tee, head of the Malaysian Rubber 
Exchange and Licensing Board's market- 
development division, are not expected to. 
escape from their protracted downturn: 
until the huge oversupply of reserves from 
overzealous output two years ago from its 
major producers — Malaysia, Indonesia : 
and Thailand — is absorbed. E 
Output from Malaysia, the world's lead 
ing rubber producer, declined last year to 
1.5 million tonnes, valued at M$4.16 billion 
ey 4 billion). In 1988, production 


Rubber prices tumble | | 



















reached 1.7 million tonnes. Indonesia 
duced about 1.25 million tonnes last t yea 
down from 1.2 million tonnes. € 
while Thailand produced about 1 mil 
tonnes, up from 975 million tonnes à ye 
earlier. 5 
The strike's lack of impact is unde 
scored by the fact that most rubber estate 
in Malaysia are in the midst of a wintering 
season, which happens once or twice a 
year when rubber trees shed their leave 
The current season, which is expected 
last through April, had already resulted 
slackened production and  manpx 
cuts. 3 
The National Union of Plantation Wi 
ers called the strike after alks wit 















рау. The union ened the ed s. 
after acting Labour Minister Lee Kim Sai 
declared that it had “put the nation's econ- 
omy at stake" and referred the matter to the 
country's industrial court. Lee's action au- 
tomatically rendered the strike illegal. 
Rubber prices did initially strengthen as 
news filtered through commodities markets 
that a stike was imminent by rubber, palm 
oil, coconut and cocoa-estate workers in 
Malaysia. On the Kuala Lumpur Commod- 
ity Exchange, benchmark ribbed smoked 
с sheet, or RSS1, rose four M cents on the 
. day of the strike to 230.5 M cents a kg, 
(the highest level since October 1989. But 5 
(February, RSS1 edged down to 230 M cents 
га kg. 
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from global tyre a and other end- UE етее 
dn all rubber р grades should have a stabilis. 


users. Domestic upheavals, however, 
caused China and the Soviet Union to 
make fewer open-market purchases. 

Prices for benchmark RSS1 averaged 262 
M cents a kg last year, down from 310 M 
cents in 1988. The Malaysian Government 
has forecast an average RS51 price of 250 M 
cents a kg in 1990. 

Analysts agree that prices should firm 
this year, though. they believe the Malay- 
sian Government price target is too high, 
especially since prices in December 1989 
averaged 225 M cents a kg, one cent less 
than a month earlier. They point out that 
there is little chance of a surge in global de- 
mand, which would cause prices to rise sig- 


nificantly, because of the slowing economy 





D Strike stalls Thai privatisation plans 


: Por E In a storm 
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| four-day “strike by Bangkok * port 

: А workers has dealt a severe blow to 
m government efforts to push ahead 
. . "with its ambitious privatisation program- 
|... me. The strike, which was called to protest 
|. against plans to privatise Thailand's new 
. .. deep sea port at Laem Chabang on the east- 
. . em seaboard, ended on 2 February, but 
-only after Thai military leader Gen. Chao- 
. уай Yongchaiyut intervened. 

Opposition to privatisation is also 
mounting in other state-run industries. On 
_ 5 February the power workers unions gave 
ће government а 15 February deadline to 
drop its privatisation plan for 10 power 
d generation projects or face a “major cam- 
.paign" of protests. 

-. Opposition to privatisation from cer- 
tain groups within the military, which 
has а strong presence on the boards 
f several state enterprises, combined 
with Chaovalit’s role in ending the port 
trike, is thought to have weakened the 
jovernment's position. Its problems are 
likely to have been compounded by armed 
ces chief of staff Gen. Sunthorn 
ngsompong’ s reported warning that 
tisation could -hurt national sec- 

































The government wants tO privatise sev- 
I state enterprises and projects in order 
ease the burden of much-needed infra- 
ure spending on its budget. State 






‘s sovereign borrowing li imb 
billion last year, but ma 





se borrowings count towards. the. 


road and transport agencies are going to 
need much more than that over the next 
few years. 

But the port strike is expected to streng- 
then the opposition of other state en- 
terprise workers to privatisation. On 30 Jan- 
uary the cabinet took steps to change the 
status of the Telephone Organisation of 
Thailand (TOT) and the Electricity Generat- 
ing Authority of Thailand (Egat), to limited 
companies. This would allow them to enter 
into joint-venture investments with the pri- 
vate sector, Several projects are already well 
past the study stage. Egat and TOT unions 
have voiced opposition to the cabinet 
move, insisting that both enterprises are 
capable of handling the investments 
alone. 


to begin operations with four berths 
(three container and one general 
cargo) in the first quarter of 1991, the gov- 
ernment wants to hand over management 
to private operators in a bid to increase effi- 
ciency. It is also keen to reduce the strength 
of the port unions, probably the most pow- 
erful of all state enterprise unions. 
Bangkok's port, Klong Toey, is notori- 
ously inefficient. Workers there take three 
times as long as dockers in most interna- 
tional ports to move a given amount of 
cargo. They also require numerous payoffs. 
This extra income is important for the 


t Laem Chabang, which is scheduled 


dockworkers and many fear it will be lost if 
.Laem Chabang operates under private 
et at. кошын with a reduced union pre- t 
'5, sence. ba еи estimates that Klong F 


private agencies to run the t berths 





oversupply 


ing effect on prices. Malaysian Primary In: 
dustries Minister Datuk Seri Lim Keng Yaik 
notes: “With the excess supply being taker 
out of the market, prices for all rubbei 
grades are expected to rise steadily." 
Whether prices rebound or not, there 
seems to be added insurance against futuré 
falls. The International Rubber Organisa: 
tion, the regulator of price ranges under the 
International Natural Rubber Agreement 
(INRA), recently began buying small quan- 
tities of К551 and other rubber grades in 
Singapore and Thailand. The purchases, 
which in the past have bolstered prices, are 
the first by the buffer stock manager since 
1986. ш 











Toey’s workers pick up an extra Baht 1.2 
billion (US$46.87 million) a year from such 
payments, As a result they are much better 
paid than most government workers. In 
addition, the unions are afraid that their 
bargaining power will be reduced if they 
are kept out of Laem Chabang. 

Although Laem Chabang will become 
Thailand's main port once it opens, the cur- 
rent rate of growth in cargo volume 
suggests that Klong Toey will still be heav- 
ily used. Even though this guarantees the 
jobs of Klong Toey workers after Laem 
Chabang opens, the unions still insist they: 
should run Laem Chabang along with the 
Port Authority of Thailand (PAT), the state: 
agency which now controls Klong Toey. 

Under the strike settlement engineered 
by Chaovalit, government and unions have 
agreed to return to the negotiating table. 
The government has already made signi- 
ficant concessions to the six Klong Toey 
unions in the long-running dispute over 
privatisation. Last September, after two: 
one-day strikes, it agreed that PAT. should. 
have the role of overseer in the running of 
the new port. Private interests would be al- 
lowed to run certain unspecified port oper- 
ations. 

In November, though, the cabinet 
pushed through the establishment of a Na- 
tional Port Administration Board to super- 
vise Klong Toey, Laem Chabang and the 
smaller Sattahip commercial port, currently 
controlled by the о. РАТ opposed the 
setting up of the board. — 

The dispute then resurfaced in. early 
January when the unions delivered a pro- 
test to PAT against plans for private man- 
agement of berths. PAT told union repre- 
sentatives it could not operate Laem 
Chabang on its own and. would contract 
: > for 12 
years: | Seven consortiums of local and for- 

tipping lines and. agencies are poised 
tracts. Bids а are due on п 26 


























US Exim Bank grants loan 
to Chinese oil company 


® The US Export-Import Bank has made its 
first loan to China since the bloody 
crackdown on pro-democracy 
demonstrators on 4 June in Peking. The 
1Ј5$9.8 million loan to China National 
‘Offshore Oil Corp. was signed in 
Washington, where the Exim Bank is 
based. The 10-year loan at 8.3% interest 
"will enable the oil company to pay the 
engineering services for a new gas- 
producing plant near the Bohai Gulf. 


Honda seeking to market 
Chrysler's Jeeps in Japan 

i» Honda Motor Co. officials suggest they 
may soon reach an agreement with 
Chrysler Corp. of the US under which 
Honda will market Chrysler's line of Jeep 
recreational vehicles in Japan. Chrysler, 
operating through an independent 
fapanese trading company, sold only 970 
vehicles in Japan in 1989, Honda says it 
expects to sell more than 6,000 Jeeps 
annually if the deal with Chrysler goes 
through. News of the possible agreement 
thas fuelled speculation that Chrysler's 
long-standing relationship with Mitsubishi 
Motors Corp. is strained and may be 
nearing an end. 


Pertamina given go-ahead 

to stop price discounting 

> Indonesia will no longer insist that 
liquefied natural gas (LNG) sales to 
certain domestic companies be made at 
below market prices. In 1984, state oil giant 
Pertamina was instructed to sell natural 
gas to steel monopoly PT Krakatau Steel, 
fertiliser factories and other industrial 
users at subsidised rates. Pertamina 
officials said the discount made domestic 
gas sales unattractive and discouraged 
exploration. The new ruling freeing gas 
prices will not affect existing sales 
contracts. Minister of Mines and Energy 
Ginanjar Kartasasmila said LNG would 
become more competitive on world 
markets because Indonesia would soon 
finish paying off debts on several of its 
oldest production units. 


Moody's lowers debt rating 

of three Japanese banks 

> Moody's Investors Service, citing 
exposure to Japan's property market, 
downgraded the debt rating of three 
Japanese banks. The senior debt and 
long-term deposits rating of Mitsubishi 
Trust & Banking and Sumitomo Trust & 
Banking were downgraded to double-A-2 
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from double-A-1, affecting about US$1 
billion in long-term debt in each case. The 
senior debt and long-term deposits rating 
of Mitsui Trust & Banking were 
downgraded to double-A-3 from double-A- 
2, affecting about US$360 million in 
long-term debt. 


Philippines sets target 

for privatising companies 

> The Philippine Asset Privatisation 
Trust said it hopes to sell P8.44 billion 
(US$386.1 million) of assets before 1992. 
Executive Trustee Ramon Garcia said the 
two-year target takes into account a 
slowdown in asset sales resulting from 
the December 1989 failed coup. Most of 
the assets are companies worth at least 
P100 million each, such as Maricalum 
Mining, Delta Motor's tool-and-die facility 
and Paper Industries Corp. of the 
Philippines. 
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Workers to be evacuated 

from Bougainville mine 

> Bougainville Copper is planning to 
evacuate all workers from its huge mine on 
the Papua New Guinea (PNG) island of 
Bougainville because of violent attacks by 
militant landowners. The mine has been 
closed since 15 May 1989 because of 
sabotage and attacks on workers carried 
out by the landowners, who are 
demanding greater compensation from the 
mine or its closure. Bougainville Copper 
announced in January that it was 
mothballing the mine and laying off 
most of its 2,000-strong workforce, 
keeping just 300 staff for the care and 
maintenance of the mine. The company 
said about 800 workers are still on the 
mine's payroll. CRA, an Australian mining 
company, owns 53.6% of Bougainville 
Copper, and the PNG Government owns 
19.1%. 
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US accused of abstaining 

in World Bank vote 

> Philippine Finance Secretary Jesus 
Estanislao accused the US of abstaining on 
a World Bank vote for the approval of 
three loans amounting to US$390 million 
for the Philippine energy sector. A loan of 
US$200 million was for National Power 
Corp.’s 300-MW coal-fired power plant in 
Calaca, Batangas province, while another 
US$150 million credit was for Philippine 
National Oil's geothermal projects and a 
US$40 million loan was for the 
government's energy-related investment, 
procurement and monitoring operations. 
Estanislao’s disclosure raised speculation 
in Manila that Washington was sending 
the Aquino government a signal that 

it viewed with displeasure moves in 

the Philippine Congress to end the 

lease on American military bases in 

the country. A spokesman at the US 
Embassy in Manila responded to 
Estanislao’s accusation by saying 

the US withdrew from the vote only 
because the loans were inconsistent 

with the country’s commitment to tap 
financial resources from the private sector. 


Taiwan military to stop 

illicit China trade 

> Taiwan's military will take over 

from the police the function of patrolling 
the country’s ports to block the smuggling 
of guns, drugs and illegal immigrants 
from China. Illicit trade with China has 
become economically significant and 
socially disruptive in the past couple of 
years, according to the government. 
Meanwhile, the Economic Ministry has 
scheduled a hearing to work out 
mechanisms for increased formal trade and 
investment flows with China in the wake 
of petrochemical tycoon Wang Yung- 
ching’s recent surprise visit to the 
mainland. 


South Korean group to seek 
smaller wage increases 

> The Council of Korean Employers 
Associations said it would attempt to limit 
wage increases to 6-7% this year. The 
association, which is made up of the 
country's six largest economic 
organisations, wants to hold the line on 
wage increases after two years in which 
they have risen nearly 20% annually. 
Meanwhile, the Labour Ministry says 
unions at Posco, Poongsan Metal and 
Korea Explosives have withdrawn from 
Chonnohyop, a militant union federation 
formed in January. The government says 
Chonnohyop is illegal. 
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% change previous 3 months +437 +30.2 -24 +42 +75 +29 +57 
% change year earlier *15.1 +40 +56 +174 +17.1 -3.5 +229 
imports (8) 
Latest 3 months US$10.27b US$16.48b US$18.28b USS4.85b 594.179) 05$55.2266) 0585.896 
% change previous 3 months -6.9 442.6 -0.7 -1.9 +3.3 +88 +10.9 
% change year earlier +8.9 +30.1 ~1.1 +125 +178 +145 +415 
Consumer Prices 
Base Jul 80-Jun 812100 Oct 1988=100 Oct 84-Sept 85=100(2) 1960-100 Apr 77-Mar 78=100 1985=100 1980=100 
Latest 3 months index average 200.7 (Oct-Dec) 108.2(12) (Oct) 132.9 (Oct-Dec) 819.67 (Nov-Jan) 336.50 (Oct-Dec) 104.9 (Oct-Dec) 133.7 (Jun-Aug) 
% change previous 3 months +1.9 n.a. 413 +1.5 +12 40.7 +05 
% change year earlier +78 +82 +9.9 +8.8 *6.3 +26 +25 
Money Supply (3) 
Latest oe 43b(10) (Nov) dee ,006.81b (Apr-Jun) ^. 98b (Dec) Rs 2.14t(10) (Nov) Вр 48.95t (Aug) Y446.06t (Nov) MS$61.47b (Aug) 
% change previous month +3.9(11) +20 +27 +9.9 +0.9 
% change year earlier É 7 +15.7 us +19.1 +25.1 +08 +6.0 


(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index А (3) M2 or currency plus bank deposits (4) To March (5) IMF definition of reserves minus gold except for Singapore (6) Customs basis 
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s if bankers had not created 
enough havoc with their support 
of greed-driven leveraged buy- 
4. outs, in Hongkong they are now 
busy funding a politically inspired lever- 
aged buy-in. It will surely end in tears. 
Shroff refers to the HK$8 billion (US$1.025 
- billion) financing to enable China Interna- 
| tional Trust and Investment Corp. (Citic) to 
... |. buy 20% of Hongkong Telecom for around 
| HK$10 billion. The shares will come from 
. | British parent Cable and Wireless which 
. | owns 75% of Telecom. The public owns 
. 1 1895 and the Hongkong Government 7%. 
| Leading the Gadarene swine is Barclays 
Bank. But almost anyone who seriously 
. | wants to be in the Hongkong domestic 
_ banking industry a few years hence will 
«| soon have signed up, whatever their pri- 
|. | vate misgivings. This includes Hongkong 
|, | Bank, whose merchant bank subsidiary is 
|| conspicuous by its absence from the top 
| spot, and all the Japanese heavyweights. 
| |. The financing is not lacking in in- 
| genuity. Citic will receive HK$5.4 billion as 
-..] a 10-year loan, US$200 million from a gero- 
|||. coupon bond issue and HK$1 billion from 
.| the issue of warrants over some of the Tele- 
com shares. Although the loan and bond 
| portions are partly secured by Telecom 
| shares rather than by guarantees from 
|». Citic’s Peking parent, the deal is — rightly 
| — being looked upon as "China risk.” 
"ope To pay the interest, let alone the capital, 
_ | Citic will need to see a healthy increase in 
|. |. Telecom’s dividends (current yield 4.7%) as 
. | well as earnings over the next few years. 
| Telecom has a good track record — earn- 
. | ings have been growing 25% a year in re- 
| cent years, largely thanks to booming inter- 
_ | national telecommunications traffic. This is 
. | not subject to the return-on-capital controls 
_ | applied to local telephone services and 
«|. Telecom's monopoly is good until 2006. But 


























Citic, demands to open the domestic mar- 
_ ket to competition will not go away. 

. But whatever the long-term profits out- 
:look for Telecom, not even Alan Bond in 
“his heyday could have sold this deal to 
-bankers as a purely business exercise. It is 
resented às a confidence-boosting deal 
howing the faith of Citic and bankers in 
longkong's capitalist future. Hogwash. It 
s grubby and dangerous. Cable and Wire- 
ess clearly wants Citic in Telecom not be- 
-cause it needs new capital or expertise, but 
“solely for the political clout needed to main- 
‘tain its hugely profitable monopoly and 
perhaps get a little bit of mainland action. 
ke Swire's sale of a Cathay Pacific stake to 





Peking taps 





growth could slow dramatically. Despite ' 















Citic, it can hardly be blamed for protecting 
its interests. But what a sign of the times! 
The deal represents a massive outflow 
of capital from Hongkong, an equity dis- 
investment by a major overseas company 
financed primarily by the local capital mar- 
ket. Bankers should think twice before 
financing a leveraged buy-in by a state- 
owned octopus whose original (and 
achieved) objective was to generate invest- 
ment in China, but whose only goal in 
Hongkong is to accumulate possessions. 
The deal has also put a "China risk" 
label on a major Hongkong financing. Of 
course, 1997 represents some China risk 





anyway. But Hongkong is ill-served by 
bankers who. lend money locally, other 
than for normal business purposes and to 
projects which they firmly believe to be fi- 
nancially viable. This is neither. 

If Citic really wants to make money 
from the development of Hongkong, why 
does it not conserve its scarce equity for 
seed investment in new projects? Instead, it 
is draining resources from the local capital 
market before most of these big projects, 
such as the new airport, get off the ground. 
Recently the government invited tenders to 
build and operate the HK$4 billion Lantau 
bridge to the new airport. 

Citic is taking a chunk out of the cake of 
overseas finance for those projects. That 
cake may be a big one. But it certainly is not 
infinite. At the very least it will raise the 
cost of future financings. Even Japanese 
commitment to Hongkong is likely to have 
limits. And as Hongkong discovered in 
1974, when Mitsubishi reneged on a fixed- 
price contract to build its Mass Transit Rail- 
way, credit markets can change rapidly — 
and most rapidly of all for borrowers tarred 
with the brush of politics. 


Adversity in the form of abysmal (HK$600 
million-a-day) turnover is instilling some 
pragmatism into Hongkong's Stock Ex- 
change and the Securities and Futures 
Commission (SFC). If only it would do the 


lo the market deserves 
same to the government. The market sorely ok TA 


IK phones 


needs encouragement in the face of region- 
al compétition and local disinvestment. 
After preventing companies from buy- 
ing their own shares through Caribbean 
parents, the stock exchange and SFC have 
now agreed that firms should be allowed to 
do so in Hongkong — subject to share- 
holder approval and limits on amounts. 
Once enshrined in a change in the law, this 





step should act either as a brake on price 


falls if a bear market continues or give im- 
petus to the early stages of the next bull 
market. | 

The SFC has squashed an Exchange pro- 
posal for significant penalties for those who 
fail to settle transactions by the T+2 settle- 
ment day. The penalty had looked like a 
victory for small brokers’ demands for a 
short settlement period. In theory, the 
shorter the better, and the less risk. But the 
foreign. institutions do not like it, and 
Hongkong is in little position to impose 
strict rules оп others who can take their 
business elsewhere. Hongkong needs all 
the business it can get, not just to earn com- 
missions but to provide the liquidity neces- 
sary to keep it the pre-eminent open Asian 
market outside Tokyo. | 

The government could help, too. Brok- 
erage costs in Hongkong are low, but 
stamp duty is an onerous 0.3?6 on each side 
of a deal generating HK$2 billion a year. 
Then there is a levy of 0.03% to pay off the 
debts of the futures-exchange failure. This 
is an iniquitous imposition. The futures fail- 
ure was due to the incompetence of the 
regulatory authority and a spineless gov- 
ernment which allowed major banks to 
walk away from the Futures Guarantee 
Corp. In a slow-moving market, dealing 
costs matter. They are certainly more of an 
impediment to business than the tighter 
listing rules and threats of action against in- 
sider dealers which many brokers blame for 
low turnover. The government. should 
abolish the levy and cut the duty. Ne 

Another impediment is the continued 
ban on short-selling. According to Mone- 
tary Affairs Secretary David “Nanny” Nen- 
dick, this may be permitted in future but re- 
stricted to “professionals.” Presumably, he 
means the kind of professionals who were 
allowed to get away with plundering the 
futures market. Meanwhile, ordinary in- 
vestors will still be barred. _ B 

Having turned a blind eye to abuse 
when regulation was needed, government 
themselves to understand that sometimes 
dese: ncouragement. 
Philip Bowring 














The concentration process 
in the international tyre busi- 
ness has reached a virtually 
unparallelled level, with a 
handful of multinational 
firms dominating the major 
markets. The five largest 
firms alone had a combined 
market share of 65% in 
1988, up from 55 % in 1978. 
"The increasing globalisation 
of the automobile market, 
which has spurred competi- 
tion among suppliers in all 
sectors of the motor industry, 
has prompted vehicle pro- 
ducers and tyremakers alike 
to set up production facilities 
in each of the three main 
markets: North America, West- 
ern Europe and Japan. 

Two things in particular 
have been responsible for this 
trend towards globalisation: 
transport costs are high for 
tyres and, as a result, export- 
ing has ceased to be a viable 
long-term strategy for sup- 
plying distant markets. For 
another, shifting manufactur- 
ing overseas was the only way 

-for the tyre companies to 

meet the logistic challenges 

|. posed by the adoption of 

` “just-in-time” manufacturing 

and inventory systems by car- 
makers. 

Demand for tyres is largely 
dependent on that for motor 
vehicles, and at least in the 
U.S. and certain Western 
European countries, car sales 
are likely to drop in 1990, 
which will weaken demand 

for tyres as well. The sub- 
stantial growth in car owner- 
ship in Southern Europe, 
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.the Asia-Pacific region and 
"Central America will not be 


sufficient to compensate for 
the decline expected in the 
*classic" markets. This will, 
however, be offset to some 
extent by sales of replacement 
tyres, which should be buoy- 
ant thanks to the strong rise in 
recent years in the number of 
vehicles on the road. 





Only a very few tyre manu- 
facturers produce on a truly 
global scale. Most are trying 
to hold their own through 
selective takeovers, coopera- 
tion agreements or joint ven- 
tures. The United States con- 
tinues to be the most import- 
ant tyre market, especially 
since the shift to radials is in 
full swing there. For this rea- 
son, European and Japanese 
firms have become more 
active in the U.S. In 1987, 
West Germany's Continen- 
tal — which had acquired the 
European subsidiary of the 
American Uniroyal group 
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in 1979 and bought Semperit, 
an Austrian producer, in 
1984—took over General 
Tire, the fifth-largest US 
manufacturer. In addition, 
Continental operates a joint 
venture in the United States 
with two Japanese firms, 
Yokohama Rubber and Toyo 
Tire and Rubber, which is 
scheduled to begin produc- 


tion of commercial vehicle | 


{угез їп 1991. 

The Japanese multination- 
als have also been expand- 
ing overseas. For example, 
Sumitomo joined the ranks of 
the European producers in 
1985 by purchasing Dunlop, 
the British tyremaker. How- 
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acquisition of Fi 
Bridgestone. This ga 
strong market positior 
Europe where it i 


Only very large companies. 
can profitably manufacture 
today's high-tech tyres, which 
are sophisticated, capital- 
intensive products. Indeed, 
the major firmshavetospend | 
about 496 of their annual 
turnover on R&D. The 
demands made on tyres аге _ 
continually increasing, and | 
the focus is now on designs - 
that not only increase vehicle - 
fuel efficiency and reduce 
noise but also make driving - 
safer by improving handling | 
on wet or icy roads and сот» 
pensating for sudden pres — 
sure loss caused by punc- 
tures. : EE. 
In the medium term, there 
` will. certainly be scope for |. 


as vehicle ownership contin- 
ues to increase worldwide. 
In fact, by the mid-nineties, 
world tyre. demand is e 
pected to reach a level of 
nearly опе billion units 





year—a third of them for 
trucks— compared with an 
nual sales of some 850 mill 
in 1989. — 
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German knowhow in global finance : 
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HEALTH AND FAMILY PLANNING SPECIALISTS 
. . | The Population Council, an international non-pro- 
| fit research organization, is seeking social scien- 
. . | tists to be based in Southeast Asia to work in 
. .. | program research, operations research and tech- 
. _ | nical assistance in family planning and maternal 
~ child health. Doctoral degree in the social or 
.... | health sciences highly desirable as well as experi- 
| ence in health or family planning programs in 
~ | Asia. Candidates must have strong written and 
«| spoken English skills. 

Mail or Fax C.V. by March 1, 1990 to Dr. Peggy 
McEvoy, Senior Associate, The Population Coun- 
cil, One Dag Hammarskjold Plaza, New York, 
N.Y. 10017. 

Fax4 212 —755-6052. An EEO/AA Employer M/F. 













ees‏ ور rir m зати rs a nete m man it ati A‏ یمم ی اسوک ہے 


ART EDITOR/ 
GRAPHIC DESIGNER 


The Far Eastern Economic Review is looking for a senior crea- 
tive designer to head its art department. The successful candi- 
date will be an experienced artist with a flair for illustration, a 
record of success in magazine design, a full grasp of produc- 
tion and printing processes and a keen interest in current 
‚ affairs. He or she will be required to generate — and some- 
times execute — imaginative cover design ideas and themes 
for sketches and original illustrations. The art editor will 
-Supervise the work of a small, energetic group of young artists 
Skilled in modern techniques of computer-generated graphics 
and advise on layout and overall graphic presentation. 


Write to: 

The Editor, 

Far Eastern Economic Review, 
GPO Box 160, 

Hongkong. 
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Reservations 
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j| ` | International Classified Manager 
sl. Far Eastern Economic Review, 


. |. Те: 8328300 















write 3 Randall Road, Clifton Wood, Bristol BS8 ATP or visit the 
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|. GPOBox 160, Hongkong | | 
Telex: 62497 ВЕУАРНХ | | 
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Brisbane 
А Gold Coast 


Sydney 






Australia 





Queensland 






Monterey Keys 


Gold Coast a Surfers Paradise 






Approximately 173 hectares, Monterey... extending from each waterway 
Keys represerits possibly the last of the c homesite. 


Gold Coast waterfront resort sites. s Broadwater and ocean access. 

A choice of two genuine investment Proposal Two - CONCEPT ONLY 

opportunities exist, adjacent to the An integrated. waterfront residential 

Sanctuary Cove and Shinko Resort resort comprising:- 

locations. a 5-Star International Hotel. 

Proposal One - APPROVED a championship golf course and 

x luxurious waterfront homesites. recreational facilities, 

a superb street and waterscapes ж community styled residential 
including fixed private moorings component, 


For.a detailed report including market analysis contact: 






PRD Realty Pty. Ltd. Don Dietz or Bill Rameau b PRD: 
62 Appel Street Ph: (075) 88 0088 n hi) REALTY ) 
Surfers Paradise Qld, 4217 Fax: (075) 92 1632 E 


Thidiciated th Service 





UK PROPERTY EXHIBITION IN KUALA LUMPUR AND SINGAPORE 


Property in London, Bath, Cotswolds, Surrey and other prime areas 
by top builders including Charles Church, ARC and Barratt. 






Property suitable for letting investment, retirement and as pieds a 
terre. Furnishing, letting and management provided. Mortgages 
available through International Mortgage Plans, 







Shangri la Hotel, Kuala Lumpur 27/28 February 
Shangri la Hotel, Singapore 5/6/7 March 


.. MASSEY ASSOCIATES 
Fax (UK) 0272 254050 









exhibition. 
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UNIVERSITY DEGREES | 
NON-RESIDENTIAL PROGRAMME 













| Only for persons under 17 
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Asia Technology. 
Now on sale at 
your newsstands. 
It’s a brand new 
monthly magazine 
designed to bring 
you the latest news 
of the latest techno- 
logy from around the 
world — with a focus 
on Asia. It's essential 
reading if you want to 
know how technology 
will affect your business 
and your lifestyle. 
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- n the 30 years since Xerox introduced 
its first commercially | successful 
. machine, copying has remained a re- 
t- solutely black. апа white medium. 
Now, Japanese copier ‘makers, led by 
anon. and Ricoh, are trying to persuade 
office users that colour is better. — 

. "Their rationale is simple. Although 
Xerox lost its monopoly on copiers in the 
mid-1970s, the company (and its Japanese 
affiliate, Fuji Xerox) has managed to hold 
оп to the most profitable part of the copier 
market — high-volume corporate users. By 
ffering machines capable of producing col- 
our copies, Xerox's. rivals hope to gain ac- 
cess to that market. = 

- The first colour copiers appeared over 10 
ears ago. But they were very expensive, 
and the quality of the images they pro- 
uced left much to be desired. In Japan, the 
evelopment of the market for colour copy- 
ing was further hampered by Ministry of 
‘nance regulations aimed at preventing 
 forgery of bank notes and share certificates. 
In the interim, the way that offices 
handle information has undergonea • 
“major change. The coming of the 
personal computer has given users 
.the power to produce charts and 
graphs as well as letters and num- 
bers. This new emphasis on present- 
ing information more effectively is 
one reason for the colour copier 
makers’ optimism. Another is that 
the technology of colour copying is 
improving rapidly. 

Previous generations of colour 
copiers have been analogue 
machines. In them, the light that bounces 
off an illuminated original is filtered into its 
red, green and blue constituents, then re- 
. ` flected via mirrors and lenses onto an elec- 

_ trostatically charged drum. 

The lighter parts of the reflection neu- 
tralise the positive charge on the drum, so 
that the negatively charged toner (the dry 
powder that gives xerography its name, 
eros being the Greek for dry) sticks only to 
he dark parts. Finally, the toner is transfer- 
red to the paper where it is fixed using 
еа. The process is repeated three times, 
nce for each colour. 

. Although relatively simple, analogue 
Opiers run into from several snags. One is 
hat it is hard to make: accurate filters, so 


n 
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Rainbow warriors 


The result inevitably looks reddish, 
greenish or bluish. In addition, because 
toner has a physical width, the more of it 
you mix to make black, the wider — and 
hence more blurred — the reproduction be- 
comes. 


Lack of black is a serious problem if the. 


copier is intended to work in an office envi- 
ronment. There, the vast majority of docu- 
ments to be copied contain black in the 
form of text. 

The latest (analogue) machine offered by 
Ricoh ingeniously circumvents the problem 
by offering two separate modes — three- 
colour for those documents that require it, 
black-only for those that do not. 

Canon solves the problem in its new 


range of colour laser copiers by switching to 


digital technology. In these machines, 


which were introduced late last year, light 
bouncing off the original is captured by a 
sensor, which filters it, then translates the 
results into electronic signals. In this form, 
the incoming colours can be compared with 
ideal values stored in the copier s memory. 





Canon aims to put rivals in the shade. 


At the same time, as a result of calcula- 
tions made on the incoming signals, a sepa- 
rate black signal is generated. Canon's 
copiers also have a clever way of distinguish- 
ing between picture information and text. 
The trick is that, whereas picture informa- 
tion tends to be continuous, text is inhe- 
rently digital, consisting of discrete black 
letters interspersed with white spaces. It is 
thus easy to spot. 

Canon is reported to have devoted mas- 
sive resources to developing colour copiers. 
As a result of this effort, the company has 
gained an early lead in the market. 

This market, however, is still very small. 
Last year, according to US market re- 
searcher Dataquest, fewer than 20,000 col- 
our copiers were sold in Japan. But with the 


introduction of powerful new machines like 


Canon’s, the pace of growth is beginning to 
pick up. E 

Colour needs divide into three 
categories, says Chigusa Igishi, general 





manager of marketing | T at Fuji 
Xerox. At the top of the pyramid come the 

"must-haves," such as copy shops and de- 
sign studios. Such users account for most of 
the colour copiers installed so far. 

Next come the “better-ifs,” typically 
businesses whose colour requirements are 
increasing. Typical uses in this category in- 
clude preparation of materials for presenta- 
tions and desk-top publishing. 

This is the section of the market that 
Ricoh and Canon, respectively Japan's 
number one and two copier makers (in 
units installed — Fuji Xerox still leads in 
overall sales), are now aiming for. At the 
bottom of the pyramid come ordinary 
users. Igishi believes that, as yet, this cate- 
gory has few needs for colour. 

Fuji Xerox currently offers several colour 
machines, but only one of them is aimed at 
the general business user. This, ironically, 
is not a xerographic copier. Rather, it works 
using coloured films, portions of which are 
tranferred to paper using heat. 

The advantage of film, Igishi says, is. 
that unlike toner, its colours stay 
f= constant. But image quality of the 
$ copies that the Fuji Xerox machine 

produces is not a patch on that of 
Ricoh’s new copier, let alone 
Canon’s machines, which are de- 
signed to produce results as close to 
the original as possible. 

Igishi seems unconcerned by the 
jump that rival companies have 
got on Fuji Xerox. The market for 
colour copiers, he points out, is still 
insignificant compared to the re- 
placement market for black-and-white 
copiers. 

Ricoh claims that the main customers for 
its colour copiers are typically big firms at- 
tempting to kill two birds with one stone by 
replacing one of their old black-and-white 
machines with a new colour one. For its 
part, Canon claims to have sold more 
machines in the past year than it did in the 
preceding 10. 

In response to this threat looming in its 
core market, Xerox is now reportedly de- 
voting “significant resources” to the deve- 
lopment of more powerful colour 
machines. 

How fast the market grows in future 
may largely depend on price. Canon’s 
cheapest model costs about US$16,500; 


Ricoh's, about US$9,500. But for wider 





acceptance, Dataquest | reckons, the price 
of colour copiers will have to come 


| down further, to US$5,000 orless. 


г  — Bob Johnstone 
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5TH COLUMN [8 Feb.] was not easy to digest 
even after two or three readings, I am not 
sure what “China’s Big Lie” is (or was?). He 
chides Doak Barnett for going to China to 
try and find answers to some questions. He 
suggests (1 think) that it is much better to 
judge China’s actions from the outside. The 
model is the “respected” Simon Leys who 
can, from the periphery, judge the com- 


plexities of China's situation more accu- dé 


rately, without necessarily being "clinically 
objective and dispassionate,” which ap- 
pears to be a terrible Pondicap in judging 
these matters. 

= Б Yee suggesting that an observer's pre- 
sence in China detracts from the process of 
observation and analysis and that only 
China watchers (from strategically located 
Wenige points like npe can be the 
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= Shortly after the 

= mass popular 
uprising in Burma 
- in 1988, the regime 
- set up by Gen. Ne 
Win seemed close 
- to collapse — 
retaining control 

- only by sheer force 
` but otherwise 

= — — — — bankrupt. To break 
out T sanctions imposed by outraged 
foreign governments, it agreed to popular 
elections. Yet a little over a year later, Ne 
Win's generals are cynically eliminating 
real contenders from the May election 
race, and the army has more money than 
ever to spend on crushing the long- 
running insurgencies by ethnic minorities. 
In the past few weeks, the army has come 
close to achieving goals that have eluded 
it for 40 years, the ousting of the Karen 
and Mon rebel armies from key points on 
the Thai border. Just how Rangoon's 
generals bought themselves time and 
funds is reported by REVIEW regional 
editor Hamish McDonald from Bangkok. 
It is a story of an ecology-threatening 
resources sell-off — of timber, gems and 
fish — to a neighbouring Thailand that 
had just depleted its own forests. Playing 
the broker was Thai army chief Gen. 
Chaovalit Yongchaiyut, and many of the 
Thai companies that won timber 
concessions have links with senior 
political and military figures. To allow 
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Jakarta's Scrip Search 

Foreign brokers active in Jakarta are 
concerned that the planned listing of two 
new Indonesia mutual funds on the New 
York Stock Exchange will aggravate the 
fierce competition for scrip in top-tier 
companies. Already, international fund 
managers are queuing up to buy shares in 
the booming Jakarta exchange. The new 
funds, reportedly US$60 million each, the 
minimum size allowed on the New 

York exchange, will be underwritten 
respectively by Nomura and James Capel. 
Foreign ownership of Jakarta stock at the 
end of 1989 was estimated at about US$400 
million, representing almost 40% of the 


Jakarta exchange's capitalisation. However, 





Burmese teak heads east (16). 


extraction of the timber, the Thai military 
has reversed the longstanding policy of 
helping Burmese minorities and has 
cleared the way for pa agi canny attacks 
on them from Thai soil. 
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Taiwan : Presidency 

President Lee wins the ruling party's 
nomination as its candidate for the March 
elections, but the victory comes with a 
price 10 

Japan : Election Funds 

The ruling LDP amasses a huge political 
war chest for the election 11 


Philippines : US Bases 

Relations between Manila and 
Washington slump as anti-US military 
sentiment grows 12 


several large issues about to be listed on 
the exchange, such as Astra International 
and nickel company Inco, will help 


alleviate the scrip shortage in the short run. 


Tank Talk in Taiwan 

A. Thai military team quietly visited 
Taiwan recently to discuss a project to 
refurbish the Thai army’s ageing 
US-made M41 battle tanks. The army is 
estimated to have as many as 300 of the 
tanks, as well as an array of newer light 
tanks purchased from various sources. 
The Thai Government has been engaged 
in an expensive programme in recent 
years to upgrade the country's defence 
capability. 


Indian Envoy to Nepal 


India’s new ambassador to Nepal will be 
Lieut-Gen. S. K. Sinha, a retired army 
officer who speaks Nepalese and has 
commanded Gurkha soldiers in Indian 


FAR EASTERN ECONOMIC REVIEW 


China : Diplomacy 

Peking re-emphasises ties with Third 
World nations as relations with the 
industrialised countries remain distant 13 


Papua New Guinea : Bougainville 
One of the world’s biggest copper mines 
closes down following the failure of a 
military onslaught to subdue seccessionist 
rebels 15 


Thailand : Defence 

Plans to acquire a helicopter carrier for the 
Thai navy may generate another round of 
the arms race in Asean 22 


South Korea : Human Rights 

Two years after President Roh promised 
to end human-rights violations in the 
country, abuses continue 25 


Australia : Foreign Relations 

Ties between Jakarta and Canberra 
continue to improve, resulting in 
Indonesian support for some key 
Australian regional initiatives 26 
Pakistan : Violence 

A raid on a North-West Frontier Province 
arms bazaar reflects the federal 
government's attempts to grapple with a 
rise in violence fed by the abundance of 
automatic weapons available for private 
use 28 


Singapore : Policy 

The government appears set to establish a 
quota system for the right to buy private 
cars 30 


Army units. Until Sinha’s nomination for 
agreement by Nepal's King Birendra in 
January, the authorities in Kathmandu 
had expected that New Delhi's 
nomination to replace the controversial A. 
R. Deo would be India's current 
ambassador in Belgrade, N. N. Jha. 
Indian Foreign Minister I. K. Gujral hopes 
Sinha can be in place by the time Gujral 
himself makes a promised visit to Nepal 
in the first week of March. 


How the Other Half Lives 


A seminar in Bali in mid-February, 
organised by Aspen Institute, an 
independent think-tank, has brought 
together some senior Vietnamese officials 
with several important US congressional 
figures and academics. However, one of 
the attendees, Democratic Sen. Charles 
Robb — son-in-law of late president 
Lyndon Johnson — has been a key 
supporter of the US administration's 
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Th ; month WIPYM looks at the bargain 
property buys on offer after the collapse 
_of US savings.and loan associations; the 


risks of investing in Latin American 
bonds; the new Hongkong dollar 
interest-rate futures contract; returns 
offered by Thai funds; and global inflation 
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Cambodia policy, especially its plan to 
provide lethal aid to the non-communist 
Cambodian resistance. The US State 
Department now is trying to persuade 
-Robb to call off a trip to Phnom Penh, 
planned for just after the Bali meeting. 
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Japan’ $ s defence industry slows (58). 
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Jakarta curbs sawn timber exports in an 
effort to bolster the country's furniture 
industry 56 
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US is set to get tough with Japan in the 
third round of Structural Impediments 
Initiative trade talks 64 


Lankan Foreign Minister R. Wijeratne in 
December, that the summit could take 
place. Instead, planning now centres on 
holding the summit in the Maldives, in 
November this year. | 


Isolation Tactics 

Jailed Irianese nationalist Tom Wanggai 
has been moved from the military prison 
in Jayapura to Jakarta’s Cipinung prison 
because of fears that his presence in Irian 
Jaya could lead to further unrest. The 
move is an indication of Wanggai's 
considerable following in the province, 
said human-rights sources. Wanggai, a 
former government employee, was given 
a 20-year prison sentence after he had 
raised the flag of Free Papua in a Jayapura 
football stadium and declared Irian Jaya 
independent. Official sources said 
Wanggai and his supporters were acting 
on the false assumption that Indonesia 
entered a secret agreement with the 
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Dutch in 1962 to hold Irian Java in trust 
for 25 years before deciding on the area's - 
future. 


Washington is ready to resume 
normalisation talks with Hanoi if the — 
Vietnamese show themselves оон ui 
in agreeing to a UN-based solution to- 
the Cambodia problem. The 
administration has decided that in the - 
event of such cooperation a US embassy. 
could be set up in Hanoi even before a 
Cambodian peace agreement is signed. 
While deputy assistant secretary of state - 
for East Asia and the Pacific, David 
Lambertson — a fluent Vietnamese 
speaker — is the strongest candidate for: 
the ambassadorship from the State _ 
Department, several individuals with 
Republican Party connections аге 
believed to be vying for the high visibil ir 
post. | 
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rna costly victory, President Lee Teng- 
hui got the ruling Kuomintang’ S (KMT) 
-nomination as its candidate in presi- 
dential elections due in March. The 
nominating session of the party's central 
committee unanimously endorsed Lee — 
as well as his hand-picked running mate, Li 
-Yuan-zu — but only after a bitter floor 
fight over a seemingly minor rule change. 
That free-for-all could presage even tougher 
infighting to come. 

. The arena now shifts to the national as- 
sembly, which will choose Taiwan's next 
resident and vice-president. The KMT 
verwhelmingly dominates the chamber, 
which is packed with elderly representa- 
ives frozen in office pending the party’s 
- unlikely recovery of the Chinese mainland. 
But the ruling party's nominees could face 
heated challenges from independent candi- 
dates, mounted by Lee's KMT rivals. 

<- To keep his rivals from ganging up on 
him in the assembly, Lee might have to 
.bargain away some presidential powers 
_and political manoeuvring room. His sup- 
porters fear this could crimp his freedom to 
ress ahead with political and economic 
reforms. But critics welcome political 
checks on Lee as an antidote to strongman 
rule. 

2 Lee, Taiwan's first native-born presi- 
«dent, was the chosen successor of the late 
resident Chiang Ching-kuo, who died in 
_ office two years ago. Chiang was dynastic 
-heir of Chiang Kai-shek, who led the KMT 
to Taiwan after its 1949 defeat in the 
Chinese civil war. His choice of Lee as vice- 
sident was seen as part of a reform pro- 
ss initiated towards the end of his life, 
ich also included the lifting of Taiwan's 
years of martial law. 

This reformist mantle was passed on to 
^. But Lee is hardly unopposed in his 
eadership of the party and government. 
dard-bearer for the old guard is Na- 
ional Security Council (С) chief Chiang 
N pee Katehel’s last у 
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605 or early 705. For each of them, the cur- 
rent election could represent their last crack 
at the presidency. Failing that, any one of 
them might settle for the vice-presidency, 
both as a retirement sinecure and sign that 
the KMT will remain committed to its tradi- 
tional values. None of them could have 
been pleased at the prospect of a party cen- 
tral committee session stage-managed to 
deliver Lee’s hand-picked yes-man as the 
vice-presidential nominee. Li, a low-profile 
Lee loyalist, currently serves as secretary- 
general of the presidential office. 

Rather than directly challenging the 
presidential or vice-presidential nomina- 
tions in the central committee, the anti-Lee 
factions vented their frustrations on a pro- 
posed rule change that would have fore- 
closed the possibility of a secret ballot to 
select the party’s can- 
didates. A succession 
of Young Turks from 
the party’s conserva- 
tive wing inveighed 
against this proposal, 
backed by a galaxy of 
party elders. In the 
absence of Lee him- 
self — who did not 
appear at the plenum 
until after his nomina- 
tion — KMT secretary- 
general Soong Chu- 
yu was left to field the 
flak alone. 

In a show of hands, 
the 180-member plen- 
um voted by al 
most a 60% mar- 
gin against the rule 
change. But minutes 
later it turned around 
and voted by a simi- 
lar margin to select 
candidates by ассіа- 
mation — as Soong 
had wanted — rather 
than by secret bal- 
lot. 

Analysts saw the rapid 20% swing of 
support as a tactical vote by the anti-Lee 
camp. The object was to stop just short of 
an open split in the party, but to send a 
clear enough signal, both to Lee and to the 
national assemblymen, that the presidential 
contest is far from over. 

The voting on the rule change offered 


. the clearest d to date of how the. intra- 











party battle lines are drawn. At the same 
time, the debate on the question provided 
some of the most heated rhetoric yet heard 
in the usually sedate conclaves of the KMT. 

Speaker after speaker got up to advocate 
secret balloting as the most "democratic" 
means of candidate selection. Paradoxi- 
cally, many of these new-fledged demo- 
cracy advocates, like Lee Huan and Defence 
Minister Hau Po-tsun, represented the 
party's right wing. It was cynical for them 
to suddenly invoke the long-neglected 
principle of party democracy only now, 
when it suits their political ends, asserted 
Huang Chu-wen, president of a reformist 
caucus in parliament. 

Stung by the criticism at the plenum, 
Soong retorted that the call for a secret bal- 
lot was a blind by a small party dique 
to foist "worrisome" 
candidates оп the 
KMT. In an open show 
` of acclamation, Soong.. 
said, central commit- 

temen could "assume 
responsibility" for 
their choice. To take 
responsibility for the 
floor fight, Soong 
himself announced | 
he would resign as 
secretary-general, 
though Lee asked 
him to stay. 


he central 
committee 
flare-up set. 
ns analysts. spe- 
n fired afresh about 
г what bargaining chips- 
г might be on the table . 
- when Lee tries to buy — 
his way through the . 
~~ coming national as- ` 
A sembly session. His — 
strongest rival Lee- 
Huan, might also 
prove the most tracta- _ 
ble, said legislator Lin ‘Yorhsiang, а an out- | 
spoken reformer, — NAM = 
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Political scientist Hu Fu of National 
Taiwan University predicts that advocates 
of a ка бет premiership апа a more par- 

liamentary system of government will press 
for amendment or outright repeal of the 
“Temporary Provisions Effective During 
the Period of Communist Rebellion.” This 
was a sweeping measure adopted on the 
eve of the KMr's flight to Taiwan which 
overrides the Republic of China constitu- 
tion. It was aimed at beefing up the presi- 
dency as a personal vehicle for Chiang Kai- 
shek and his dynastic successors. Only the 
national assembly can alter or abrogate the 
Temporary Provisions. 

The likeliest change to the Temporary 
Provisions during the coming assembly 
session, according to a Taipei-based crypto- 
diplomat, would be the restoration of 
the constitutional limitation on the presi- 
dents tenure to two six-year terms. The 
Temporary Provisions also authorise the 
NSC as a poli ing body answerable to 
the president alone. The NSC could now be 
given a more regular charter and made ac- 
countable to parliament. 

One especially sensitive article of the 
Temporary Provisions freezes in place the 
mainland-elected members of parliament 
and the electoral college until the "recov- 
ery" of China. 

Sooner or later, this language might 
have to be recast to offer the Taiwan electo- 
rate more representative assemblies, while 
at the same time reassuring elderly 
mainland assemblymen that the interests 
of mainland immigrants and their de- 
scendants will stil have a legislative 
voice. 

The "China factor" further complicates 
the question of mainlander representation. 
Peking will be alert for any language in re- 
vised laws that implicitly endorses Taiwan 
independence, which is anathema to the 
Chinese communists and the KMT alike. 

Chiang Wei-kuo, the most visible symbol 
of mainlanders' irredentist dreams, ab- 
sented himself from the central committee 
plenum, accepting a US lecture invitation 
instead. In the national assembly cam- 
paigning, he might not be so discreet. If his 
supporters can muster up 100 assembly- 
men to sign a nominating petition, Chiang 
could run independently. 

His weakness, though, is his unpopu- 
larity with the general public. Party insiders 
say that enlightened KMT conservatives 
would rather have а more popular stand- 
ard-bearer, such as Lin Yang-kang, as pre- 
sident, coupled with Chiang or a younger, 
second-generation mainlander as running 
mate. 

One analyst summed it up this way: 
"The hope is to swap a Taiwanese presi- 
dent who is beholden to them for one who 
looks ready to cast off his strings. And to 
avoid getting pre-empted as president, Lee 
Teng-hui may have to string himself up in 
a whole new set of entanglements." + 
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How the LDP amassed a huge war chest for elections 


More money politics 


By Charles Smith in Tokyo 


f Japan's politicians learned anything at 
[- from the long-running Recruit 

“shares for favours” scandal, it should 
have been that amassing vast sums of 
money is not necessarily the best way to 
win an election. 

But leaked details of the ruling Liberal 
Democratic Party's (LDP) strategy for win- 
ning the 18 February general election 
suggest that money is still the key. Rather 
than trying to fight a clean election, the 
party seems to have decided to turn up the 
heat on business leaders with the threat 
that failure to give generously could result 
in the election of a socialist government. 

The result, party insiders say, is that the 
LDP has managed to turn the tables, not 
only on the modestly financed Japan 
Socialist Party (JSP), but also on its own 
intra-party factions so far as the game of po- 
litical fund-raising is concerned. The party 
is believed to have raised at 
least #30 billion (US$206 mil- 
lion) in the form of bank loans 
and outright donations from 
industry — probably more 
than twice what it mustered 
for the 1986 general election 
when it scored a landslide vic- 
tory. 

The ruling party's fund- 
raising efficiency has more 
than made up for the damage 
done by the Recruit affair to 
the channels through which 
the LDP factions and individual 
MPs used to collect money. 
One effect of the scandal was 
to put an end to hagemasukat — 
parties given to "encourage" 
individual MPs, at which the 
encouragement consisted of the forced pur- 
chase of hundreds of millions of yen worth 
of party tickets by private companies. 

Recruit may also have made large and 
even small companies more wary of giving 
political donations to single MPs because of 
the risk of bribery allegations. But these 
fears have not applied at party level. 

The LDP’s success in wringing money 
out of private companies seems to be due 
partly to the exceptional toughness of party 
secretary-general Ichiro Ozawa, the 47- 
year-old Takeshita faction member who 
was given the party's number two job fol- 
lowing its rout in the July 1989 upper-house 
election. Ozawa is said to have drawn 
up an "Ozawa list," specifying the contribu- 


FAR EASTERN ECONOMIC REVIEW 


x 


tions individual companies should make to 
the LDP if they want the party to protect 
their interests. 

Before compiling the list, Ozawa and a 
handful of colleagues at LDP headquarters 
are said to have staged a showdown with 
the Keidanren, Japan's most powerful big 
business association, in which they threat- 
ened to revise the recently introduced 


3% generalconsumption tax so as to — 


penalise several key industries if election 
funding were not made available. 


The threat to revise the tax, or replace if 


with the old system of excise taxes on indi- 
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vidual products, was directed chiefly at the - 


motor and electronics industries, both of 


which have seen sales grow sharply as a re- _ 
sult of the new system. Apart from the spe- _ 


cific threat of tax revision, Ozawa is said to 


К 
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have threatened that the LDP would give up — 


trying to form a government if it failed to 
win an overall majority in the lower house. 
Before the Ozawa showdown, Keidan- 





Kaifu and Doi during the ‘money’ debate. 


ren leaders had been talking of the need to 
try out a coalition government between the 
LDP and at least one opposition group. One 
of the organisation's top leaders, former 
Fuji Bank president Takuji Matsuzawa, of- 
fered the "treasonable" suggestion that it 
might be a good idea for the Keidanren to 
start a debate with the JSP in preparation for 
an actual change of government. 

The LDr's aggressive attitude towards 
big business since the upper-house election 
defeat may have yielded at least another 
Y 5-6 billion over and above the ¥7 billion 
that the party was expecting anyway from 
the People' s Politics Association (PPA). This 
body is jointly run by the LDP and the 
Keidanren, and has the task to collect 
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money from big companies and channel! it 
to the ruling party. 

However, the Ozawa clique’s real coup 
came in raising an additional large sum of 
money outside the PPA framework. This 
took the form of a ¥15 billion loan, ex- 
tended on favourable terms by nine city 
banks, backed by a de facto guarantee from 
four major industries — motor, electronics, 
construction and banking — all of which 
promised ¥16 billion worth of donations 


. Spread over three years. 


The combination of a syndicated bank 
loan with phased contributions from indus- 
try was thought up by the LDP as a way of 
maximising the amount of money it could 
extract from industry without violating а 


. 1975 law which restricts the value of politi- 


cal contributions that companies can make 
to a maximum of Y 100 million a year. 

By spreading donations from the four 
industries over three years rather than one, 
the party expects to be able to stay within 
the terms of the law. However, the willing- 
ness of banks to come up with an im- 
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mediate Y 15 billion (at the highly favoura- 
ble interest rate of 6.875%) means it has 
maximised the amount of money available 
for the 1990 election campaign. 


y contrast with the ¥30 billion or so 
B raised by the LDP at party level, indi- 

vidual faction leaders such as form- 
er prime minister Noboru Takeshita or ex- 
finance minister Kiichi Miyazawa are 
rumoured to have been able to raise only 
some ¥1-2 billion each for their followers. 
Takeshita's fund-raising style is said to have 
been severely cramped by the Recruit af- 
fair, which shed embarrassing light on the 
relations between top politicians (or their 
secretaries) and politically ambitious com- 
pany presidents. 

Another former prime minister, Yasu- 
hiro Nakasone, had to bow out of the LDP 
during the 1989 furore over Recruit and 
may thus not have been able to provide any 
cash for his parliamentary followers. But 
bank loans raised by the Nakasone faction's 
acting head, Michio Watanabe, are said to 
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Relations with US slump over base issue 





By Rig Rigoberto Tiglao in Manila 








elations between the Philippines 
and the US, which have see-sawed 
violently over the past 10 weeks, 
now appear to have settled at a low level. 
The main manifestation of this slump is the 
growing consensus emerging in Manila, 


_ from both the Left and Right, against the 
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extension of the US lease on military 
facilities in the country. 

The goodwill generated by Washing- 
ton's willingness to provide physical sup- 
pot through a display of airpower during 

t December's coup attempt, and seen as 
instrumental in preserving President Cora- 
zon Aquino’s government, temporarily 
served to check sentiment against the US 
military presence. However, a recent series 
of events — culminating in Aquino's deci- 
sion to cancel a scheduled meeting with US 
Defence Secretary Richard Cheney in Mani- 
la — has soured relations between the 
two allies. It also has highlighted Philip- 


pine sensitivity towards its relations with 


Washington, and what appears to be а 
corresponding US insensitivity towards 
Manila. 

№ In mid-January, visiting US Con- 
gressman James Kolbe was quoted as say- 
ing Aquino had told him she was "amena- 


.. ble to extending the lease [for US bases]." 
` This drew an angry denial from Aquino, 
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‘Treaty tantrums 


who later said one of her reasons for declin- 
ing to meet Cheney was that either he may 
misinterpret her position, or be misquoted 
by the US press. 

> Earlier this month Aquino's Committee 
on the Bases received word from Washing- 
ton that payment for the bases for the past 
two years has been cut from US$481 million 
promised in October 1988 to US$385 million, 
while а further 5% cut has been proposed 
by US Senate Republican leader Robert 
Dole. With many Filipino leaders having 
hedged their positions on the bases by 
maintaining their support was conditional 
on the size of the US payment, news that 
Washington was propos- 
ing to cut its contributions 
pushed them into a position 
of actively calling for the re- 
moval of the facilities. 

> Finance Secretary Jesus 
Estanislao, commenting 
on the US abstention on 
а US$390 million World 
Bank loan to Manila, said 
it represented a “strong 
signal” of US displeasure 
at the rising anti-bases senti- 
ment. He later told the 
REVIEW that he had moni- 
tored similar World Bank 
loans to other countries, 
and the US rationale for 
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Aquino: sensitive allies. 





leve largely plugged the gap left by the 
boss' exit. 


Allowing for this and for funds raised at 
constituency level by individual candidates, 
the LDP's total campaign chest may still 
come to something over #50 billion — a 
massive amount by any standards for a 
single election campaign 

The LDr's wealth has enabled its candi- 
dates to outspend opponents from all five 
opposition parties during the three-week 
campaign on such campaign essentials as 
constituency visits by party bosses, the hir- 
ing of ubiquitous sound trucks to blast 
party messages and the printing of cam- 
paign literature and posters. But there is 
still a chance that money may backfire 
when voters actually go to the polls. 

In a televised debate between leaders of 
the five main parties on 2 February, JSP 
leader Takako Doi accused the ruling party 
of being unable to cure itself of its addiction 
to money politics and, consequently, of not 
being the reformed organisation it has 
claimed to be since Recruit. * 


abstaining — that the loan did not give 
enough role to private-sector participa- 
tion — had never been invoked be- 
fore. 

The deteriorating relations have been 
exacerbated by differing interpretations of 
the 1966 base agreement, which is due to 
expire in 1991. The Aquino government 
has held that a notice of termination should 
be made by 16 September 1990, one vear 
before what it sees as the formal end of the 
treaty. However, statements from US Am- 
bassador Nicholas Platt indicate that the 
treaty specifies a notice of termination can 
be served only by September 1991, with the 
lease expiring one year later. 

A stronger Philippine position has been 
expressed by several members of the in- 
fluential Senate, which claims the 1987 con- 
stitution requires the removal of US or any 
other foreign military bases from the coun- 
try by the end of 1991, unless a new treaty 
is ratified by two-thirds of the Senate and 
recognised as such by the US Government. 
a Meanwhile, democratisa- 
* tion in Eastern Europe has 

captured US legislators’ at- 

tention and sympathy for 
material support, with a cor- 
responding weakening of 
interest in the Asia-Pacific 
region. Further, Moscow’s 
decision to withdraw from 
its Cam Ranh Bay base in 
Vietnam has chipped away 
at the US rationale for main- 
taining its huge facilities in 
the Philippines. These two 
factors appear to preclude 
any increase in US pay- 
ments for the Philippines 
bases. к 
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Peking revives Third World ties 





By Tai Ming Cheung in Hongkong 

hina, diplomatically shunned by 

most Western countries and ambiva- 

lent in its dealings with “revisionist” 
East European states and the Soviet Union, 
has turned to its traditional Third World al- 
lies to prop up its declining international 
image. The policy is being extended even to 
governments it does not yet officially recog- 
nise, including South Korea, Israel and 
Saudi Arabia. 

Although the reorientation may only be 
a temporary expedient — as Peking pon- 
ders how to react to the far-reaching 
changes taking place in Europe and the 
Soviet Union and waits to normalise rela- 
tions with the West — the cultivation of 
stronger ties with developing countries 
may well have lasting significance for Pe- 
king's foreign-policy priorities. 

Contacts with Third World states have 
proliferated since Peking's military crack- 
down on the student-led pro-democracy 
demonstrations in June 1989. A steady 
stream of Third World leaders are visiting 
Peking — including such important region- 
al allies as Thailand and mini-states like 
Western Samoa — and most are receiving 
the kind of treatment previously reserved 
for the heads of major countries. 

More quietly, Peking has been cement- 
ing ties with a number of countries it does 
not officially recognise. Following talks 
between South Korean and Chinese dip- 
lomats late last year, Seoul is to send a con- 
sular mission to China in September to 
handle the large number of South Korean 
tourists expected to attend the Asian 
Games in Peking. China has formal ties 
only with North Korea. Peking's links with 
Seoul have been bolstered by lucrative bila- 
teral trade, estimated at US$3 billion in 
1989, nearly 10 times the value of Peking's 
trade with the North. 

China is also moving towards diploma- 
tic ties with Israel. Although diplomats do 
not expect formal recognition soon, unoffi- 
cial missions have been or are about to be 
established in each other's capitals. During 
a visit to Egypt in December 1989, Chinese 
President Yang Shangkun hinted that offi- 
cial ties could be established if Israel was 
more cooperative in the Middle East peace 
process. 

At the beginning of February, Peking 
opened a tourism office in Tel Aviv, and Is- 
rael is about to set up an "academic liaison 
office" in Peking that will serve as a de facto 
consular mission. These symbolic moves 
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follow the development of a close but 
covert arms relationship between the two 
in which Israel has provided significant 
amounts of military equipment and exper- 
tise to China — in particular, tank and 
avionics technology. 

Analysts also expect Peking and Saudi 
Arabia to establish full diplomatic relations 
soon. The Chinese sold a number of inter- 
mediate-range CSS2 missiles to the Saudis 
in 1988, and Chinese military advisers are 
based in Saudi Arabia to help maintain the 
missiles, diplomats say. The Saudis main- 
tain a low-key presence in Peking with 
an unofficial ambassadorial-ranked trade 
representative. The establishment of Sino- 
Saudi relations would represent a major 
coup for Peking as Riyadh is the 
only remaining major Arab country 
that does not recognise Peking. 
Riyadh maintains official ties with 
Taipei. 

China has also been mending 
fences with Indonesia and, more 
tentatively, Vietnam. The pace of 
normalisation between Peking and 
Jakarta has quickened recently, sur- 
prising many diplomats. Formal dip- 
lomatic ties, broken in 1967 follow- 
ing what Jakarta viewed as a 
Chinese-supported coup two years 
earlier, could be restored by year- 
end. Senior Chinese and Indonesian 
Foreign Ministry officials met in 
Jakarta in December 1989 to iron out 
details, and both countries' foreign 
ministers are expected to meet soon. 

Both Peking and Hanoi have 
been sending out feelers on nor- 
malising relations, though the resto- 
ration of full diplomatic representation — 
severely cut back more than a decade ago 
when China "punished" Vietnam for its in- 
vasion of Cambodia with an invasion of its 
own — is likely to be a protracted process. 
Peking, still suspicious of Hanoi's involve- 
ment in Cambodia, continues to link closer 
ties to a peace settlement there. However, 
in January, Chinese Foreign Minister Qian 
Qichen, in a message to his Vietnamese 
counterpart to mark the 40th anniversary of 
diplomatic relations between the countries, 
hinted that Peking is ready to restore nor- 
mal contacts. 

China has also stepped up diplomatic 
visits to its traditional friends in the de- 
veloping world. Qian toured a number of 
African states in August, a trip arranged, 
diplomats say, to help ease his embarrass- 
ment after being snubbed by Western for- 


FAR EASTERN ECONOMIC REVIEW 


Li makes it official in Nepal. 
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eign ministers at the Cambodian peace 
talks in Paris. In November last year, Pre- _ 
mier Li Peng made the first official visit by _ 
а top Chinese leader following the Peking — 
crackdown when he toured Pakistan, - 
Bangladesh and Nepal. 
Having substantially cut back its foreign- — 
assistance programmes in the 1980s, Peking — 
is now stressing the importance of political _ 
rather than economic ties in its dealings — 
with the Third World. This has been most _ 
evident in Peking's reaction to Taiwan's ag- 
gressive "economic diplomacy," which in- 
volves Taipei offering aid and investment - 
in return for diplomatic recognition. A - 
number of developing countries in Latin . 
America and Africa, including Grenada, — 
Belize and Liberia, have taken the bait. | 
While not matching Taipei’s largesse, | 
Peking has given modest aid to friendly - 
countries to strengthen its hold. On his . 
South Asia trip, Li agreed to provide a — 
medium-sized nuclear power station for | 
Pakistan, US$40 million in soft loans to - 
Bangladesh and additional assistance for - 
that country's flood-control schemes. Li - 
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also offered help in financing and develop- 
ing various turnkey projects in Nepal. Pe- 
king also has stepped up its military ties — 
with Islamabad, signing agreements on joint 
development of a new main battle tank for _ 
Pakistan and discussing the possible sale of 
a Chinese nuclear-powered submarine. 

However, the Chinese are baulking at 
any major increase in foreign assistance, 
even to strategically important allies like 
North Korea. 

While for vital economic and strategic 
reasons, Peking’s primary foreign-policy 
interests remain with the West, it is un- 
likely that ties with Western countries will _ 
return to normal any time soon, especially 
if a repressive regime continues in Peking. 
So for the foreseeable future, Chinese lead- 
ers are likely to be more appreciative of the - 
Third World's uncritical posture. a 
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— Pakistan and India 
at odds over Kashmir 
> Contradictory reports of Indian troops 
firing on Pakistani demonstrators on 11 
— February at Chakothil in divided Kashmir 
— have added new tensions to Indo-Pakistan 
| relations. On 12 February, India responded 
to Pakistani criticism by claiming the latest 
| incident had been exaggerated in the 
. Pakistani press. Meanwhile, Pakistan 
| Ambassador to the UN Nasim Ahmed on 
_ 12 February told UN Secretary-General 
— Javier Perez de Cuellar that it was 

. considering bringing the current conflict 
| over Kashmir to the Security Council. 









. South Korea allows more 

competition in education 

| & The South Korean Government is 

. reducing its control over secondary 

education, by allowing private high 

schools to offer competitive entrance 

. examinations to students seeking elite 

.. courses from 1991. This will open the way 

__ for launching a few privately run high 

schools specialising in sciences and foreign 

. languages, Education Ministry officials said 
on 9 February. The competitive 
examination system for private as welleas 

. public schools was abolished 16 years ago 

. to remove elitism and standardise the 

. quality of high-school education, but this 

has resulted in a "general deterioration" of 

.. quality of students, many surveys have 

|. asserted. 








—. Taiwan's entertainers 
. allowed to perform in China 


»> Taipei has reversed a ban on China 

. appearances by Taiwan's performing 
artists. Previously, entertainers who 
appeared in the mainland could be barred 
. from television for up to six months. The 
ruling was spurred by the case of two 

. recently returned singers, one of whom 
| was filmed greeting Chinese Communist 

| Party General Secretary Jiang Zemin and 

| President Yang Shangkun. However, 

. artists from China are still prohibited from 
4 starring, in Taiwanese films. 










. High-level reshuffle in 
J. China's security police 

> The commander of the Chinese People's 
. Armed Police, Li Lianxiu, its political 


. Commissar Zhang Xiufu, and their 

. deputies have been removed and replaced 

. by army officers. The new chief is a group 

. army commander Zhou Yushu, while the 
. political commissar is Xu Shouzeng. Poor 

P adership was one of the primary reasons 
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_ cited for the organisation's ineffective 





Z 
- cui 


Р.Д 
A m 


performance in keeping order during the 
pro-democracy demonstrations in Peking 
and other parts of the country between 
April and June 1989. 


Soviet premier urges 
Thai trade with Indochina 


> Soviet Premier Nikolai Ryzhkov 
suggested to Thai officials and 
businessmen that Thailand should exploit 
Moscow's close ties with neighbouring 
Indochina as well as other communist 
countries to increase trade and investment. 
Ryzhkov — the most senior Soviet official 
to visit Thailand — made his remark 
during a two-day stay in Bangkok on 12-13 
February. Bilateral trade and investment 
issues dominated the premier's talks. 


Canada lobbies China 
over Hongkong's future 


In an attempt to help boost confidence in 
Hongkong, the Canadian Government 
sent a delegation to Peking on 6-8 February 
to discuss increasing Hongkong’s 
international connections and developing 
bilateral treaties with Canada. The 
delegation was led by the assistant deputy 
minister for Asia and Pacific, Jean 
McCloskey, and was met by the deputy 
director of the State Council's Hongkong 
and Macau Affairs Office, Li Hou. 






Social indicators 


Expectation of life at birth in Japan. 
ears 





New Zealand names first 
woman governor-general 

> Auckland Mayor Dame Cath Tizard will 
become New Zealand's first woman 
governor-general on 20 November, Prime 
Minister Geoffrey Palmer said on 11 
February. She will take over as the 
representative of the country's legal head 
of state, the British monarch, from Sir Paul 
Reeves — who was the first of New 
Zealand's indigenous Maori race to hold 
the post. Tizard, a former university tutor 
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who was elected mayor in 1983, was the 
first wife of former defence minister and 
long-serving Labour politician Bob Tizard. 


kim Jong Il assumes a 
higher leadership profile 
> Various army units - 

and administrative 
organisations 
throughout North 
Korea are holding a 
new series of party 
unity rallies to show 
support for President 
Kim Il Sung’s son 
and anointed heir 
Kim Jong Il, who 
turned 48 on 16 February, according to 
South Korean intelligence analysts. As 
speculation increases that the president 
will shortly announce retirement from 
active day-to-day guidance of government 
and the North Korean Workers' Party, Kim 
Jong Il is rapidly making official his 
assumption of the leadership. 





Kim Jong 11. 


Snap Australian federal 
elections predicted 

> The dramatic resignation on 11 

of West Australian Premier Peter Dowding 
and his deputy as a result of the fallout 
from the collapse of the interlinked 
business and political interests known as 
"WA Inc.," strongly increases the 
prospects for a snap federal election. The 
state Labor caucus elected Carmen 
Lawrence unopposed as Australia's first 
woman premier and party strategists said 
they thought the bloodless leadership 
change would prompt Labor Party Prime 
Minister Bob Hawke to take advantage of 
the expected honeymoon period for the 
new government, and an improving 
national political climate, to call a federal 
election, due in any case by June. 


Sabah Foundation director 
pleads not guilty 


> Embattled Sabah Foundation director 
Datuk Seri Je Kitingan pleaded not 
guilty on 12 February in the High Court in 
Kota Kinabalu on each of seven counts of 
corruption lodged against him. Kitingan, 
the younger brother of Sabah Chief 
Minister Datuk Joseph Pairin Kitingan, 
surrendered to the Anti-Corruption 
Agency on 23 January on charges related 
to the export of timber, the state's main 
revenue earner. 


The "social indicators" chart in the 15 February 
issue denoted population growth in Taiwan. 
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he worsening military апа economic 
isis in Papua New Guinea (PNG), 
. generated by the closure of the Bou- 
z ville copper mine, is threatening to de- 
-velop into a chronic obstacle to develop- 
ment elsewhere i in the resource-rich Pacific 
oe nation. 
Ux ` Commercial life on Bougainville has vir- 
i tually ground to a halt after the failure of 
the month-long Operation Footloose by the 
. PNG Defence Force. Instead of routing the 
` militants, the campaign provoked the most 
“violent attacks so far in the 14-month-old 
campaign for seccession waged by the 
. Bougainville Revolutionary Army (BRA), led 
by Francis Ona, a former mine surveyor, 
© who has drawn on the resentment of locals 
аё what they see as foreign exploitation of 
: their land with government connivance. 
More businesses and banks on Bougain- 
ville closed their doors in January as Lloyds 
of London withdrew insurance cover from 
the island following a series of successful 
rebel attacks on government outposts and 
plantations outside the two main towns, 
-Arawa and Kieta. All commercial flights to 
Bougainville have ceased and thousands of 
migrant labourers from elsewhere in PNG, 
stranded with the abandonment of most of 
the island’s copra plantations, have been 
~~ fleeing by boat. 
^. Bougainville Copper Ltd (BCL), the op- 
erators of the giant copper mine targeted by 
the BRA, is withdrawing all personnel 
from the island and leaving the supervi- 
sion of the Panguna mine site in the hands 
of contractors. BCL is 
19% owned by the 
` government and 54% 
. owned by Australian 
i mining company CRA. 
The mine, one of 
ihe largest іп the 
2 world, which at its 
реак was providing 
^ 17% of the national 
` budget and 45% of 
PNG's export earnings, 
was closed down by 
` the militants in May 
2 1989. It was formally 
A mothballed on 7 Janu- 
. ary, when BCL put it 
. on a "care and main- 
<= tenance” basis — but 
{һе company Һаафіап- © 
ned to keep a core of _ 








pany began evacuating 





Namaliu’s negotiations fail. 


гу operation brings criticism and no success 


failure of arms 


300 staff on-site. How- 
ever, after the death on 
24 January of Briton 
Mike Wortley, the first 
foreigner to be killed 
by the BRA, the com- 


its staff and families 
from the island. 

The commander of 
the joint forces on 
Bougainville, Col Leo 
Nuia, appears deter- 
mined to persist with 
Operation Footloose, 
deploying his 500-odd 
troops in the Kongara 
Valley between Pan- 
guna and the coast, 
despite the virtual free 
hand this gives the 
BRA elsewhere. 

The BCL withdrawal from Bougainville is 
a further blow to Prime Minister Rabbie 
Namaliu. Namaliu spent most of last year 
trying to negotiate his way out of the crisis 
and only gave way after Christmas to the 
hardliners in cabinet who argued that giv- 
ing the military carte blanche would enable 
the crisis to be resolved and the mine 
reopened. Ironically, Namaliu is finding 
that as well as failing to resolve the crisis, 
unleashing the military has generated in- 
creasing complaints from home and abroad 
of human-rights abuses by security forces 
who, not renowned for their discipline, ap- 
pear to be experiencing some difficulty in 
distinguishing villagers from militants even 
when they are women and children. 

Amnesty Interna- 
tional has reports of at 
least 17 deaths in cus- 
tody or under suspi- 
cious circumstances, 
and dozens of cases of 
other abuses includ- 

ing torture and beat- 
ings. But it is the 
churches in Bougain- 
ville who have been 
most outspoken on 
the issue. À recent at- 
tack on the Catholic 
bishop of Bougainville 
by Defence Minister 
Ben Sabumei in re- 
sponse to church criti- 
cism, could well be 
another score against 
the government in the 


battle for the he 





Ona orchestrates resentment. 


struggling to implement an econ 
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4, 000 0 villagers remain in сш pi 
"care centres" and an unknown nun 
believed to b 
in the dense 
This and the « 
ing reports of a 
underlies the see 
impossibility of 
ing the crisis milite 
and has led to call: 
renewed efforts a Er 

‘Sotiations. | 

The: spectacle 
PNG people kil 
each other to reop 
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alisation - pu m 1g. 
“Why are we deploy- 
ing our military forces 


people?” asked the outspoken leader of the 
opposition Melanesian United Front, шш 


Samana. 


eral population you start increasing suj is 
for the militants and against the gov 
ment," said Samana, who. believes 
government has never really done: 
groundwork that is needed before any ne- 
gotiations can take place. He said the crisis 
was now so serious that the opposition 
would not be contemplating a vote of no- 
confidence when parliament resumes in 
March. — the traditional means. of hara: 
ing an incumbent government in PNG. 
Samana said he would prefer to work with 
the government on solving the crisis. — 

While his comments might be more 
an indication of the opposition's lack 
solidarity in the house, it must still be | 
lief for Namaliu to hear this. Apart 
grappling with Bougainville, Nam: 





structuring package announced © 
month which was designed to ег 
pact of both the BCL ск 





The domestic credit free: 
as part of the package is expecte 

expansion of local businesses but 
clear whether the increased. risk а! 
perception of instability generated b 
gainville have given foreign 
the jitters yet. The fate of the soon 
launched Highlands Gold bid: for. 
million (US$128 million) i in project f | 
for its 33% share in the new Pog 
mine should be a good indicatio 
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The generals buy time 


The survival of the army-based regime in 
Burma is one of the surprises of current 
politics in Southeast Asia. After the mas- 
sive popular protests that swept the coun- 
try from March to September 1988 — only 
precariously quelled, it seemed, by a 
bloodbath that far exceeded last June's Pe- 
king massacre — hopes had risen that 
even Gen. Ne Win and his ostensible suc- 
cessors might bow out to an elected civi- 
lian government. 

Some 18 months later, most of those 
hopes are dashed. Brutality has been 
augmented with  cynicism: elections 
will be held on 26 May, but all those 
civilian leaders opposed to the Ne Win 
system, such as Aung San Suu Kyi and 
Tin Oo, who could gather popular sup- 
port have been imprisoned or barred from 
standing, assuring a victory by default 
for the renamed Burma Socialist Program- 
me Party that has been Ne Win's politi- 


cal vehicle since 1962 (REVIEW, 18 Jan.). 

But suppression is easier to under- 
stand than Rangoon's ability to finance its 
own operations. Towards the end of 1988, 
Burma was reaching the end of the rope. 
Virtually all its foreign aid programmes 
had been suspended, and trade was 
down to a trickle. It had foreign debts of 
US$5.98 billion (at the end of 1987), requir- 
ing US$238 million a year to service. Its 
foreign reserves were down to US$12 mil- 
lion, of which half was in a credit note that 
the government was not sure it could 
cash. If foreign governments kept up the 
squeeze, it would be only a matter of 
months before the government ran out of 
bullets. 

As it has turned out, Rangoon has not 
only survived but is extending its con- 
trol more firmly over the country than 
perhaps any time since independence 
from Britain in 1948. In part, this has 


Thailand’s timber shortage owes Rangoon its opening 











By Hamish McDonald in Bangkok - 


eak has long been a commodity 
immediately associated with Thai- 
land. Much sought after around 
the world for furniture and boat- 
building, the hardwood is traditionally 
sought for carved beams and panels in Thai 
homes and public buildings, and the forests 
along the country's western and 
northern borders sent a seemingly 
endless stream of teak and other 
hardwood logs to the sawmills that 
fulfilled this demand. 

But in November 1988, that sup- 
ply effectively ended. Thailand's 
forest cover had been cut back from 
perhaps two-thirds of its total area to 
less than a third. Much of the re- 
maining jungle was reserved for 
water conservation and wildlife pro- 
tection, with forest rangers occasion- 
ally losing their lives in the vigil 
against illegal tree-fellers. Elsewhere, 
the clearing of the forest was near 
total, right up to the border. That 
month unusually heavy rains 
flowed off denuded hillsides in the 
south of Thailand, gathering in the 
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Thai opportunism in Burma's forests. 


valleys, sending water, soil and debris 
through low-lying villages. In just more 
than two weeks, 351 people were killed 
and about US$120 million in property was 
destroved. 

Touring the stricken area on 26 Nov- 
ember 1988, Prime Minister Chatichai 
Choonhavan pledged to halt the deforesta- 
tion of Thailand. Two days later, he stop- 
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been due to the collapse from within of 
the insurgent Burma Communist Party 
in the north. But in addition to keeping 
an iron grip on the cities, the Burmese 
army is well on the way to achieving a 
goal beyond it for 40 years: the expulsion 
of ethnic minority forces from the key 
trading points on the border with Thai- 
land. 


Barter trade is extensive on all the land 
borders, and more recently foreign oil and 
hotel enterprises have responded to an 
opening to foreign investment. There is 
strong suspicion in Western narcotics con- 
trol agencies that Rangoon has taken a 
more direct hand in the opium trade. And 
Ne Win himself may have dipped into the 
sizeable personal fortune he is believed to 
hold in West Germany, Austria, Switzer- 
land and the US. 

But the answer to how Rangoon 
earned hard dollars at a critical moment in 
late 1988 lies largely in Thai politics. By 
tapping on the right door at a fortuitous 
time, the Burmese Government was able 


Partners in plunder 


ped the issue of new logging concessions 
and asked his cabinet to revoke existing 
logging permits nationwide. The effect was 
applause from conservationists and news- 
papers — and consternation in the well- 
connected timber industry. 

A none too concealed political wrangle 
followed, which was not resolved until 14 
December 1988, when Thai army command- 

er Gen. Chaovalit Yongchaiyut step- 
: ped aboard a C130 transport aircraft 
ғ with a retinue of 80 staff and repor- 
{ ters and flew to Rangoon for lunch 

with Gen. Saw Maung, Burmese 
army chief and head of Slorc, the 

State Law and Order Restoration 

Council. 

Chaovalit had visited Rangoon 
before and for him to take such a 
leading role in the Burma relation- 
ship was nothing extraordinary, 
given Burma’s military leadership 
and the many border security ques- 
tions between the two countries. 
What was controversial was the fact 
noted by Saw Maung in the ex- 
change of cordial speeches about 
neighbourliness and non-interfer- 
ence: Chaovalit was “the first digni- 
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— tary to visit us after the new situation has 
“developed in Burma." Actually, it was only 
three months after Saw Maung’s troops 
gunned down perhaps 3,000 demonstrat- 
ors in Rangoon. 
The visit's timing did draw a short-lived 
protest in student and liberal circles: in 
Bangkok. And even in self-absorbed Thai- 
land, caught up in a frenetic development 
boom and getting used to the new prime 
minister's economic opportunism, the con- 
crete purpose of the Chaovalit-Saw Maung 
exchanges might have caused wider mis- 
givings if publicised. 


ut hardly any of the Thai jour- 
nalists who learned about the real 
purpose of the visit dared do more 
P than allude to it. One who did, 
E Chatcharin Chaiwat of the Bangkok weekly 
-- Khao Pises (Special News), was attacked and 
beaten with a spanner on 21 December 
1988. The army secretary, Мај. Сеп. Anus- 
1 Krisanaseranee, gave assurances that 
the military was not involved. He said 
Chaovalit was "an optimist who is kind 
< and merciful. He holds no grudges against 
— those who criticise him. A lot of soldiers 
love him. Perhaps it was the work of 
someone — who could be a military or 
` civilian man — who was enraged on his 
... behalf." 
^" The Rangoon meeting clinched a deal 
between an interested buyer — Thailand, 
^... which had money and no trees — and a des- 
perately interested seller, which was in the 
Opposite situation. Chaovalit was ideally 
placed to resolve the main obstacle that had 
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before: the fact th 


could only be brought under Rangoon’s 
control with the Thai military’s cooperation 
and assistance. Thailand could, of course, 
have kept on buying timber surreptitiously 
from Burma’s insurgents, but on nothing 
like the scale required after the domestic 
logging ban. 


The agreement nominated a number of 


border-crossing points for the transfer of 


logs into Thailand, and the Thais agreed to 
let Burma station its customs officers on the 
Thai side to assess and stamp the logs being 
brought out. At least until the Burmese 
army took control, the loggers would be left 


to their own devices to extract the timber 


and deal with local Kachin, Karen and Mon 
insurgents. 

By early December 1988, a stampede of 
Thai logging concerns were entering deals 
with Rangoon. A briefing document writ- 
ten by the Burmese Government's Timber 
Corp. in February 1989 said that 20 conces- 
sion areas had been contracted along the 
Thai-Burma border with total exports of 
160,000 tonnes of teak logs and 500,000 
tonnes of other hardwood logs authoris- 
ed. The corporation estimated revenues 
of US$112 million a year from the log- 
ging, a bonanza by the scale of Burma's 
trade. 

As the prospects of a total logging ban in 


Requests Proposals for Development 
of a Hotel 


The к Park С n Authority is pleased to announce that it has issued : à 
0 ment of Site 1 at the southeastern роѓ. 
‘fork Harbor and the Statue of Liberty. : 
Developers are invited to submit proposals for the development of a 490,000 
square foot first class to luxury hotel or hotel/residence of at. least 250 hotel E 
ublic uses in accordance with zoni 
tesidential Area Desig n i Guidelines. The 
Authority intends to enter into a long-term ground lease f БИ 
The RFP information packet is available-by mail or 
Authority. To be eligible for consideration, developers 
proposals by 5 p.m. June 1, 1990. All communications тека: 


Request For Proposal 
Battery Park City overlooking New - 


rooms plus associated retail апа 
regulations and the Battery Place. 


should be directed to: 


Fabian G. Palomino 
Chairman 








BATTERY PARK CITY AUTHORITY 
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Магїо M. Cuomo 
Governor, State of New York 


Herbert B. Evans 
Vice Chairman 


David Emil, President 
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partner, the Social Action Party ў 
at least one case with senior milit: 

For example, Boonsawat and Frien 
Co., which took the first concession | 
Pungpahkyem), has as its biggest sha 
holder former MP Boonsawat Duangjaie 
karaj, who has SAP connections. Suchart 
Tancharoen, younger brother of tim 
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er for “the whole industry. It is just 
er 50% owned by Preecha Nava- 
ongse, a businessman whose son married 
Chaovalit's daughter Orapin (who died in a 
ad accident in 1984). Preecha's Suco 
igineering. Co., a sugarmill equipment 
aker, has also benefited from another of 
1aovalit's foreign initiatives, the purchase 
of Chinese armoured vehicles for the Thai 
Army. Suco is jomt-venture partner of 
Chinese arms exporter Norinco in a plant 
О assemble, repair and possibly export 
Chinese armoured personnel carriers. 
Bangkok press reports have 
alluded to numerous connec- 
. tons between logging com- 
. panies and military men, caus- 
_ ing armed forces deputy chief 
Gen. Pak Akanibutr to issue a 
. denial in February 1989 that 
|; the military was part of the in- 
. dustry. The problem was, he 
. said, that merchants were 
using the names of top army 
_ officers such as Chaovalit, dep- 
Шу army commander Gen. 
. Sunthorn Kongsompong and 
. himself for the protection of 
their business. The armed 
-. forces spokesman could not be 
reached for further comment 
_ for this article. 

|... The timber deals roughly 
coincided with a rush by Thai 
- and other foreign fishing com- 
. panies for rights to fish in 
_ Burma's economic zone. Three 
- Thai companies, and 15 from 
elsewhere, were licensed, 
. with annual fees for eight 
_ Of the companies reported at 
one stage to total US$17.7 
million. 

. Several Thai enterprises 
have bartered used machinery 
or Burmese gems and timber. 
The Bangkok Metropolitan 
_ Transit Authority has been 
trading old buses for teak. 
_A previously little-known but 
well-placed Thai company, 
Thip Tharn Thong Co., has been barter- 
ing second-hand cars for gems, in addi- 
ion to entering fishing and timber 
igreements, and contracting to renovate 
Rangoon’s Strand Hotel. Union Par Co. 
likewise planning to restore and oper- 
2 the Inya Lake Hotel in Rangoon. 
trepreneurs with Chart Thai connec- 
ns are planning the “Golden Triangle 
asino” in the north of Burma close to 
Chiang Mai. Thai, Japanese, South Korean 
and Singaporean companies have an- 
unced department store ventures for 















































Later i in 1989, the Saw Maung govern- 
pigned. Burma’s first onshore oil ex- 


` Tamggy | 
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Г W 1 nine foreign compan p 
— л of South Korea, Petro-Canada, 
Amoco and Unocal of the US, Idemitsu of 
Japan, Kirkland Resources and Croft Explo- 
ration of Britain, BHP of Australia, and 
Royal Dutch-Shell. Almost certainly these 
contracts involved sizeable signature 





bonuses for the Burmese Government. 
Early this year, Rangoon awarded its first 
offshore tin-dredging concession, in the 
Mergui archipelago, to Thailand’s Sea Ex- 
ploration and Mining Co. 

Aside from the question of support for a 
regime which has demonstrated both ex- 
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treme brutality and near total economic in- 
competence, and which clearly intends to 
make no more than cosmetic changes to the 
political structure, the sell-off has raised 
serious concern that Burma's still bountiful 
resources will be subject to the same depre- 
dation as those of Thailand. 


n the timber industry, Burmese au- 
thorities had previously stuck to the 
widely respected Burma Selection Sys- 
tem of logging, worked out over 130 
years of experience. This recognises that a 
teak tree can take over 100 years to reach its 
mature diameter of 90 in. (2.25 m) at chest 
height. The system revolves around a 30- 
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& иен а director of pus 
Bangkok environmental group Project for 
Ecological Recovery, thinks any such rules 
will be disregarded by the Thai contractors, 
given the shortness of their contracts and 
lack of supervision. Loggers would rip out 
the most valuable trees, with no care about 
damaging smaller trees and saplings. 

If in February last year, Burma's Timber 
Corp. was expressing impatience at hold- 
ups in opening border trade posts, the situ- 
ation changed markedly within months. 
Recent visitors to border areas report new 
roads carved through the jungle, machin- 
ery and elephants massed, and 
a heavy stream of log-carrying 
trucks heading into Thailand. 
So much timber was coming 
across by last October that the 
Thai concessionaires were lob- 
bying for premission to re-ex- 
port logs and timber from 
Burma to ward off a fall in 
prices. 

In July 1989, Rangoon stop- 
ped issuing logging licences to 
Thai firms and stipulated that 
Thai timber companies would 
have to buy from local loggers. 
In December, it amended per- 
mits to existing operators to re- 
duce the rate of teak timber ex- 
traction from 5,000 tonnes a 
month to 1,000 tonnes. Witoon 
said this was "public rela- 
tions." In most cases, Burmese 
officials had never actually 
gone to the border check- 
points, essentially allowing 
the Thai companies to act 
on trust. A similar breakdown 
in confidence happened with 
fishing by May last year, when 
Rangoon realised it could 
not police what had become a 
free-for-all in the Martaban 
Gulf. 

Thai environmentalists like 
Witoon fear that the result will 
be dear-felling all along the 
Burmese side of the border, 
which contains many impor- 
tant watershed areas and jungles contigu- 
ous with nature reserves on the Thai side. 
"This is a hard issue to campaign about in 
Thailand," he said. "After the logging ban, 
the concern among politicians was to sup- - 
ply the public demand and stop prices ris- 
ing. 

“Historically, the Thais have never liked 
the Burmese because of wars and occupa- 
tion. We try to explain that the forest in 
Burma is part of same system as in Thai- 
land, so that if you destroy the forest there 
the effects will be felt here. But it's not 
strong enough to convince the Thai public, 
and the Thai press is more interested in the 


political aspects." a 
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“DUISB 
FREI 


Says Dr. Reiner Gohlke, President of the German Fe 


Duisburg has every right to be con- 
sidered one of Europe's leading trans- 
port hubs: it offers ideal transport links 
by water, rail, road and air. Thanks to its 
River Rhine link with the sea, Duisburg, 
the city with the world's largest inland 
port, has all the advantages of a seaport 
- now even with the benefits of a free 
trade zone. One of the first well-known 


international transport companies to uti- 


lize this facility is Schenker, a German 





T TRANSPORT HUB NEEDS" 


Federal Railways subsidiary. Schenker 
have recognized the many advantages of 
this first inland German duty-free port 
and invested 60 million Deutschmarks 
there. Duisburg's port is also a major rail- 
way junction, connecting directly into 
the German Federal Railways Intercargo 
system, with a combined road-rail in- 
terchange to be opened soon. An effec- 
tive interface for all modes of transport, 
Duisburg is directly linked to the Euro- 


pean motorway network and close to 
Düsseldorf s Rhine-Ruhr airport, with 
excellent opportunities for close cooper- 
ation between different freight carriers. 

For more information on what 
Duisburg can offer your company, please 
contactour Agency for Business Promotion: 
Gesellschaft für Wirtschaftsfórderung, 
Kónigstrasse 63-65, D-4100 Duisburg 1, 
West Germany. Phone (-203)2832992. 
Fax (-203) 339099, 





deral Railways and Chairman of the Supervisory Board of Schenker & Co. GmbH, a leading German forwarder. 


@ DUISBURG 


DUISBURG ON THE RHINI 
IN THE HEART OF EUROPI 
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Review 






subscribers 






Recently, over 
2,100 subscribers 
to the Far Eastern 
Economic Review 
assisted us by com- 
pleting a confiden- 
tial survey of Asian 
countries and multi- 
national companies 
active in the region. 
As a result, a total 
of HK$15,000 will 
be contributed at 
their request to 
the United Nations 
High Commissioner 
for Refugees, the 
World Wide Fund 
for Nature, and the 
International Union 
Against Cancer. 
Thank you for 
your generosity. 
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That army aids campaign against insurgents 


Selling out old friends 


has been accompanied by the sell- 
out of the Burmese ethnic minorities 
whose long struggle against the central 
government in Rangoon had been quietly 
supported by the Thai military as part of 
Bangkok’s own national security policy. 
Cooperation and possibly even supplies 
from the Thai military have enabled the 
Burmese army to clear insurgent armies of 
the Karen and Mon ethnic groups from 
their fortified bases along the Thai border, 
and for the first time in some 40 years sus- 
tain a presence in captured territory. The 


T he Thai rush for resources in Burma 


| Karen and Mon have lost control of much 


of their forests and land, and of black-mar- 
ket border trading points. 

The Burmese army had begun an offen- 
sive against the Karen and Mon in 1984, 


| but were never able to hold territory at the 








end of tenuous supply lines from coastal 
towns through the June-October rainy sea- 
son. The rebel armies — principally the 
Mon and the Karen in the central sector 
and the south, the Kachin in the north — 
were well trained and equipped, with 
strong fortified bases. 

The Thai authorities had long turned a 
blind eye to their border smuggling and 
black-market arms purchases, and with a 
long history of warfare between the ethnic 
Burmans (the major ethnic group in 
Burma) and the Thais, the Thai military 
promoted the minorities as a buffer against 
the old enemy. Until two vears ago, accord- 
ing to military experts in Bangkok, the Thai 
army's Special Forces assigned advisers to 
the Karen National Union's army. The Mon 
have longstanding links, with the large 
Mon community settled in Thailand a re- 
cruiting pool for the Thai monarch's forces 
for two centuries. 

All this changed soon after Chaovalit's 
visit to Rangoon in December 1988, which 
coincided with the start of the last dry sea- 
son. In the months that followed, Burmese 
forces attacked Karen areas with new tac- 
tics and unprecedented success. First, the 
intensity of heavy mortar, rocket and artil- 
lery fire showed that the cost of heavy 
ammunition was no longer a constraint. 
Secondly, Burmese forces no longer held 
back from crossing into Thai territory and 
attacking Karen bases from the rear. 

Indeed, sources familiar with the Karen 
war said the Thai army would evacuate 
Thai villagers from the areas that Burmese 
troops were to use for their attack several 
hours ahead. A signal with smoke flares 
would indicate the end of the attack. The 
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use of Thai territory had continued even 
after Burmese soldiers burned down a vil- 
lage thus evacuated, on 20 May last year. 
Another incursion by hundreds of Burmese 
troops occurred in July last vear. 

On 29 December, Burmese troo 
blasted their way into the Palhu camp of 
the Karen National Union, the last major 
Karen base near the Mae Sot-Myawaddy 
border crossing, and began a sweep south 
along the Moei River. About 6,000 Karen 
villagers crossed into Thailand around the 
end of January, swelling the number in 
Thai camps to 23,500. "What we are really 
seeing is the final stages of a 40-year cam- 
paign," said a source familiar with the 
Karen region. "The Karen have lost much 
of their territory and are now being finished 
off." 

The same process began in January 
against the Mon, in the area of the Three 
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Mon villagers flee Burmese army. 


Pagodas Pass controlling, the trade route to 
Burma. Burmese units advanced along the 
road from Moulmein in strength, sending 
2,000 Mon villagers across the Thai border 
into the Sanghklaburi district. After fighting 
for four days, the Burmese captured Three 
Pagodas Pass on 9 February. Further south, 
according to exiled Burmese students in 
Thailand, large units of Burmese soldiers 
have recently been landed at Mergui and 
Victoria Point, to begin assaults on Karen 
bases in the hinterland. 

On the night of 9 February, Mon leaders 
talked to a gathering of their people at a 
Buddhist temple outside Sangkhlaburi in 
place of the Mon national day celebrations 
that had been planned at Three Pagodas 
the following day. The president of the 
New Mon State Party, Nai Shwe Kyin, in- 
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о-ТҺаї businessman. "Without the con- 






' these Burmese troops came through 
pass," he said. "We were guarding all 
routes [from Burma]." 
Nai Shwe Kyin said the Mon had long 
ed on Thailand for medicine, food and 
5. "All along these 40 years, only with 
ympathy of the Thai people could we 
e," he said. But last year, the official 
de changed. Thai military men 
rced his party into writing a conciliatory 
tter to Burmese Government head Gen. 
aw Maung last year, by threatening to 
close the border. About two months ago, 
Thai army personnel were withdrawn from 
е Three Pagodas Pass region. "It's be- 
use of this timber business," the Mon 
_ leader said. "Probably because they may 
ave some share in it." | 
_ Thai paramilitary units had, meanwhile, 
locked the road about 10 km from the bor- 
er, close to where several hundred Mons 
ere encamped. On 10 February, a steady 
. Stream of trucks laden with logs came 
_ through the checkpoint from the direction 
_ of the pass. 



















some troops had Thais h 
in trucks provided by a on th 


ance of the Thai authorities, I cannot see - 


| nese minorities and give: 
blanche to the Burmese army. 
Military experts in Bangkok doubt that 
the Thais are giving intelligence to the Bur- 
mese about the minority armies, though 
there is cooperation in monitoring the ac- 
tivities of about 2,300 dissident Burmese 
students living along the border. Supply of 
food and medicine to isolated Burmese 
units over the rainy season may be part of 
the deal. The Thai army also is helping the 
Burmese set up a new 400-bed military hos- 


pital in Rangoon. 


Possibly the Thai army will not allow the 
Burmese to make a complete sweep, to 
keep the option of reactivating the minority 
challenge to Rangoon. The objectives seem 
rather to open trading routes — Chiang Rai 
to Tachilek, Mae Sot to Myawaddy, Three 
Pagodas Pass, and Ranong to Victoria Point 
— with a secure area around them. Even 
so, it amounts to the reversal of a 
longstanding national security policy. It 
could be argued that this policy was in- 
appropriate to relations between modern 
states. However, a sudden sell-out of the 
minorities at a time of tightened repression 
in Burma hardly seems the way to adapt, 
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Reaching for 





Ш :еаау embarked on an ambitious 
- programme to upgrade the coun- 
s armed forces, are increasingly in- 
rested in buying a helicopter carrier for 
ie navy. Such a move would not only in- 
oduce the only warship of its kind to an 
sian fleet, apart from the Indian navy’s 
vo aircraft carriers, but could also lead to a 
ew arms race in Southeast Asia. 

The. Thais are currently studying de- 
submitted by West German and Ita- 
-Shipyards, according to Western de- 
е analysts in Bangkok. Thai naval offi- 
are known to have been in contact 
West Germany's Bremer Vulkan and 
’s Fincantieri. The 8,000-tonne warship 
iid cost Baht 8.4 billion (US$328 million) 
,and would be by far the largest 
ai navy commander Adm. Prapat 
chan is reported to have said he 
«e the purchase of a helicopter car- 





the mid-1990s. However, acquir- 

















under way before he retires in late - 
! could see the warship added to - 






"he navy plans to acquire helicopter carrier 


the sky 


when both the army and air force are also 
seeking expensive hardware may well 
prove too much for the country's defence 
budget. 

Why Thailand would want a helicopter 
carrier is unclear. High defence expenditure 
has long been rationalised by the perceived 
threat posed by Vietnam. But Thai-Indo- 
china relations have become noticeably 
warmer recently, particularly since Hanoi's 
official military withdrawal from Cambodia 
in September 1989. In addition, the Soviets 
have announced that they are withdrawing 
their military presence from Vietnam's Cam 
Ranh Bay. 

Ironically, the main reaction to Thailand 


buying a helicopter carrier is likely to come 
. from Bangkok's Asean partners. When 
Bangkok first placed orders for the ad- 


vanced US-made General Dynamics F16 
fighter in the early 1980s — Thailand now 
has 12 Fl6s with six more on order — Sin- 
gapore and Indonesia followed suit with 


. their own programmes to acquire the air- 
`. This pattern of Asean countries seeking 
to match or surpass their neighbours’ arms 
time . lysts | : 





sts view Thai air force commander Air 











By the end 





















Conceivably, this could allow the Bur- 
mese army to take more of a direct role in 
the opium trade. Some Western govern- 
ments already suspect that the army is col- 
lecting opium in a much more coordinated 
pattern than ever before. This alone is giv- 
ing Rangoon new leverage in arguing that 
its diplomatic and economic isolation pre- 
vents it from cooperating with international 
drug-control efforts, and it is likely that the 
UN Fund for Drug Abuse Control will soon 
resume its programme in Burma. 

u Hamish McDonald 


Chief Marshal Kaset Rajananin's publicly 
stated interest in buying a squadron of |. 
Anglo-West German-French Panavia Tor- 
nado fighter bombers as a response to 
Malaysia’s plan to acquire eight of the 
advanced aircraft. The Thai air force is 
also interested in the Grumman E2C 
Hawkeye airborne early warning aircraft — 
four of which already are in service with 
the Singapore air force — in addition to 
Lockheed PC3 Orion maritime patrol air- 
craft. 

The purchase of a helicopter carrier by 
the Thais would complement the navy's 
rapid growth planned for the rest of the 
decade. In addition to the expected delivery 
of six Chinese-built frigates over the next 
five or six years, three locally made corvet- 
tes are either in service or due to be 
launched shortly, joining the country's 
existing fleet of six British- or US-built fri- 
gates and nine fast-attack craft. - | 

The carrier's role and configui 
not been publicly discus 






has built two amphibious support ships of. 
terested in for the Italian navy. These ves- 


around the size the Th 


sels, which in addition to being able to op- 
erate up to three medium-size helicopters, 
can also carry a selection of landing craft, a 
400-strong Marine battalion and as many as 
30 tanks. They are also specifically designed — 
to support disaster relief operations — an 
important consideration following last 
year's typhoon that ravaged the country's 
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Clearly the judges had no difficulty 


in voting Camus the best cognac in the world. 


In 1984, we at Camus 
decided tor the tirst time 
го enter our 
XO Cognac in the 
Intermational Wine and 


»pirits & ompctition. 





Camus XO 
was deliberated upon 
by a collection о! 
the most highly-qualified 
palates in the world, 
who duly pronounced 
the Camus XO 
a worthy winner of the 
gold medal 
In 1987, wc entered again, 
this time with 


Camus Extra. 





Not surprisingly it, too, 
won the gold medal, 
leaving Camus with the 
enviable record 
of two entries and two 
gold medals 
Incidentally, no gold 
award was given in 1988. 
Coincidentally, 


Camus did not enter 


that year. 
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: Pacific, 
mobilisation in the region's 
_ post-war history. Ironically, 
| it coincided with both prep- 


| summit and the release of 
| the Pentagon's annual Soviet 


espite the recent developments 





in Eastern Europe resultin 


Soviet President Mikhail Gor- 
" bachov’s policy of freedom of 


oice and perestroika, the new climate in 
international relations has had little effect in 
Jortheast Asia and the Western Pacific. In 


ese areas the Cold War mentality still pre- 


ails. 
Despite certain positive changes in the 


T Soviet diplomatic, military апа political 


. posture in Asia, there is still much to be 
"done. Moscow must improve relations 
| With Tokyo; start a US-Soviet dialogue on 
‘the problems of the Northern Pacific and 
. East Asia, and develop Soviet policy to- 
wards the Korean peninsula. Moscow 


-heeds to launch a multilateral political 
a dialogue among Asia-Pacific states and ex- 
рапа its economic links with the region. 


However, judging from the experience 


accumulated in Europe and in Soviet-US 
| talks, nothing can be achieved without re- 
| ciprocity. So far there are few signs of this 
оп the US side, while there аге paradofes 
i in the attitude of some of 

_ Washington's 


Far East 
was. the 


largest 


arations. for the US-Soviet 


its 
pter. 


Asia-Pacific region 
But the Soviet 








to the security of Japan. 









| islands in the Kurile chain, dispu 








orld War T Although i in Japan ‘ 
nent individuals (privately) arx 


g from 


Soviet Far 
East, Japan 
is the major 


Inion is portrayed in the Defence of Jape: 
Vhite Paper as a Pacific power and major - 


Ihe third paradox i is the problem. of the 


By Vladimir Ivanov 


fluential organisations (publicly) recognise 
that “these islands are located in an area 


"where the US and Soviet navies are in di- 
rect competition . 


. and it is necessary for 
the US and the Soviet Union to ease ten- 
sion in the areas,” the Japanese Foreign 
Ministry is pressing hard for Washington to 
make the territorial issue a part of the 
soviet-US agenda. 

The region needs its own summit con- 
ference in order to overcome these and 
other Cold War legacies. It is doubtful that 
Washington and Tokyo, after several dec- 
ades of anti-Soviet policy coordination, will 
change suddenly and together. It also is un- 
likely that the US will speed up its own 
perestroika of Asia-Pacific policy unilater- 
ally, since key Asian policy experts belong 
to the hardline school, and neither the State 
Department nor the Pentagon is prepared 
to give up even a fragment of the Cold War 
status quo in the Asia-Pacific region. 

And it is quite clear that the Japanese are 
unwilling and unable to lead the process 
because of their special relations with the 

US and deep mistrust of 
Moscow. Therefore, some 


| partners. The 1989 US-Japan basic problems have to be 
_ Pacex naval. exercise, con- settled in order to bring 
| ducted in the Northwestern For the about new thinking in Asia 


and the Pacific. But there are 
deep-rooted stereotypes. In 
the case of East-West rela- 
tions in Europe, these were 
dismantled with the active 
participation of West Euro- 
pean countries closely allied 


| military power: 1989, which element of vith the us. 

tates that the US and its al- | — In Northeast Asia a simi- 
hold an edge i in the mili- the military- lar mission has been per- 
ry balance in the East р а formed to some extent Бу 
Asia-Pacific region, and that strategic South Korea since 1988. 
soviet military planning in | e Mutual recognition of exist- 
Pacific is defensive. | and ing realities and political will 
Japan's foreign policy ue helped Moscow and Seoul 

< own peculiarities. poli tical- to take the first steps. 
; Diplomatic Bluebook, | This development re- 
by the Foreign economic flects not only the dynamics 
y, carefully avoids of newly emerging channels 
ntion of the Soviet Union envir onment of communication, but also 


a long-term evaluation of 
both countries economic 
and political positions. For South Korea 
these are connected with East European 


< countries; for the Soviet Union, with East pt 
Asian newly industrialised countries, the One oi 
. Asia-Pacific region as a whole and South . pendent 
Corea in particular. As a result, a new trade ^ active at 
-and investment bridge is emerging between duce r 
East Asia and Eastern Europe, and be- 





tween South. Korea and the Soviet Far 
East. E 

Now we can. Say. “that the progress 
achieved between Moscow and Seoul since 
Gorbachov's policy speech i in Krashnoyarsk 
on 15 September 1988, is one of the rare 
examples of a break with old traditions in 
North Asia. The new: Soviet approach to 
the region, initially elaborated in Gor- 
bachov’s July 1986 Vladivostok speech, was 
based on a readiness to develop relations 
with every state in the region. The northern 
politics formulated by Seoul marked a 
major departure from a "poly based on 
anti-communism. - 

For Moscow, closer: ties with Seoul may 
provide important economic opportunities 
and enlarged access to Asia-Pacific markets, 
These relations, Moscow hopes, may also 
help to accelerate the dialogue between the 
two Korean states, For Seoul, ties with 
Moscow — even if still unofficial — consti- 
tute the most important element in its 
northern politics. Economically, the Soviet 
Union is seen as а potential source of raw 
materials and energy now and in the long © 
term. But South Korean business groups 
are still wary about substantial joint ven- 
tures or investment, indicating that only 
full diplomatic relations will trigger this. 

There are immediate areas in which con- 
fidence-building between the Soviet Union 
and the US could be developed. First is the 
need to develop a general understanding 
about a future of the region based on non- 
violent and ideology-free relations. Both 
sides have to agree to cooperate in averting _ 
the danger of accidents in the Northern 
Pacific which could lead to a war. The two 
superpowers һауе to lead the process of 
reasonable accommodation of parties in- 


volved in regional conflicts. Korea has be- 


come a testing ground for such coordinated | 
actions. | А С 

There is a possibility that US and Soviet 
negotiations on confidence-building mea- 
sures may be supported by anew Japanese _ 
approach, in line with the tri lateral formula 
for confidence in the region proposed by 
Moscow in May 1989. There are, in fact, 
some indications that. Japan also is recon- 
pam the “н керсен made in Vla- 

Krashnov sk. 
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to the Japanese. Such an environment, 
based upon an understanding of the inter- 
dependence between global and regional 
security, could embrace Japan, China and 
many regional countries and also could dis- 
courage a regional arms race. 

With the recent profound transforma- 
tions — domestic and international — there 
is a growing understanding in the Soviet 
Union that a healthy national economy and 
economic cooperation with the world are 
more important to security than military 
might was in the Cold War. It is this thinking 
which has convinced Moscow of the critical 
importance of normalising ties with Tokyo. 
The Soviet Union, as a neighbouring coun- 
try, cannot afford to overlook the economic 
and political potential of improved rela- 
tions. For the Soviet Far East, Japan is the 


major element of the military-strategic and 
political-economic environment. 
Still, the new political thinking has not 


been powerful enough to change the way 


that SovietJapanese relations have de- 
veloped since 1986. But it appears that a po- 
litical leap forward was taken during Soviet 
politburo member Alexander Yakovlev's 
visit to Tokyo in November 1989, and in 
last month's talks with the Soviets by 
former foreign minister Shintaro Abe. 
Abe's proposals during a conversation 
with Gorbachov were designed to bridge 
major gaps in bilateral relations — people- 
to-people contacts and cooperation to sup- 
port perestroika. Hopefully, the proposals 
may lead to the point where Japan will play 
a role of its own in assisting the Soviet 
Union and other socialist states, including 





SOUTH KOREA 


Human-rights abuse keeps dogging the regime 


Rights and 





By Mark Clifford in Seoul 
n his February 1988 inaugural address 
President Roh Tae Woo promised that, 
unlike the previous regimes, his admin- 
istration would respect human rights. “The 
day when freedoms and human rights 
could be slighted in the name of economic 
growth and national security has ended. 
The day when repressive force and torture 
in secret chambers were tolerated is over.” 

For the first year of his presidency, Roh 
tried to make good on his promise. Now, 
however, some observers worry that the 
bad old days are back again. The past year 
has seen the government take an increas- 
ingly tough line towards dissidents and la- 
bour activists for the very reasons Roh 
said no longer held good: national 
security and economic growth. At 
the same time the past year also has 
seen a deterioration in legal protec- 
tions, such as access to a lawyer, and 
a continuing unwillingness to right 
past wrongs by prosecuting those 
responsible for torture. 

The trip of dissident pastor Moon 
Ik Hwan to Pyongyang last March, 
followed by other illegal visits by dis- 
sidents last summer, strengthened 
the hand of conservative forces in 
the security branches. It also allowed 
the government to build a consen- 
sus against dissidents, especially la- 
bour activists and those working for 
closer contact with North Korea. 

Worries of a deterioration in 
human rights have been rekindled 
by recent stiff sentences to dissidents 
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wrongs 


who visited or had contacts with North 
Korea. Lim Su Kyong, a student radical 
who visited Pyongyang for the World 
Youth Festival last July, was sentenced to 
10 years in prison on 5 February. A priest 
who accompanied her during part of her 
visit to the north, Moon Kyu Hyun, was 
sentenced to eight years. The previous 
week artist Hong Song Dam was jailed for 
seven years for alleged contact with North 
Korean agents in West Germany and for 
sending a slide of a painting to North 
Korea. 

Even before these most recent trials 
were completed, the London-based human 
rights group, Amnesty International, is- 
sued a report on South Korean human 


з 


No safeguards for student demonstrators. 
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rights in mid-January, charging that Seoul 


those of East Asia, to feel more comfortable 
in the international family of nations. In an 


interview with Pravda, Abe said that Japan | 
may act very differently in global affairs and | 
in East-West relations in the 1990s. It is to | 


be hoped that Washington will support this 
role. 

It may be naive to hope to construct a 
really new Soviet Asia-Pacific policy with- 
out the comprehensive improvement of 
bilateral relations with the US and Japan. 
The question is how and when Soviet lead- 


ers can expect positive changes in these re- | 


lations. ж 


Viadimir Ivanov is chairman of the Pacific re- 


gion research department at the Soviet 


of Sciences’ Institute of World Economics and In- 
ternational Relations. 


authorities had “deliberately disregarded” - 


constitutional guarantees and other re- 
forms introduced in 1987-88 to ensure 
that detainees were not tortured or mis- 
treated. 


The Amnesty report is a disturbing 


catalogue of human-rights violations, of the 
difficulties the new administration has had 
in bringing to justice past violators of 
human rights and its tardiness in building 
up legal protection to prevent future 
abuses. 

*The report says that there were more 
than 800 political prisoners in the country 
as of last August. Amnesty is calling for the 


release of around 100 prisoners who it says _ 


are being imprisoned for the peaceful exer- 
cise of the right of free expression and as- 
sociation. A companion report calls for an 
investigation into the more than 200 long- 
term prisoners — some having been jailed 
for more than 30 years — convicted on "es- 


rough treatment by the police has not stop- 
ped. Although systematic torture appears 
to have diminished, the human-rights 
group says it continues to receive re- 
ports of ill-treatment, usually beat- 
ings and sleep deprivation. It notes 
that two people arrested on criminal 
were beaten to death by po- 
lice last June and that seven police- 
men were prosecuted in that case. 
The government responded to 
the Amnesty report by saying that it 
contained "serious factual errors [it 
mentioned only one such error], un- 
realistic assertions and suggestions 


system." The response claimed that 


1988 "the question of 'pri of 
conscience' was fully resolved" in 


noted that “only 


Á 


South Korea. The statement also 
those who 


xan Se! 


concern that - 


So NES 


which disregard the nation's legal - 
as a result of reforms after February _ 


] 
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threatened the rule of law and na- . 
tional survival by willfully cr 
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Moreover, the government contends 
liberal political climate has encour- 
more radical action. The government 
s there are no prisoners of conscience 
d that Amnesty’s claim of torture is un- 









Even by the government's own count, 
wever, there has been an upsurge in ar- 
rests on political charges. Amnesty cites a 
eport by the National Police Headquarters 
NPH) to the legislature last September 
vhich stated that 1,315 people had been ar- 
rested for political activities between Janu- 
ary and August 1989, The NPH report said 
that from 1980, the year former president 
Chun Doo Hwan assumed office, until 1988 
an average of 1.61 people per day had been 
detained for political activities. After Roh's 
inauguration the average rose to 2.13 in 
1988 and climbed steeply to 5.26 in the first 
ight months of 1989, though many were 
ubsequently released. 

-.. South Korean officials typically respond 
to queries about abuses of human rights 
that the country is still technically at war 
with North Korea; that Pyongyang has 
never renounced its aim of subverting the 
south by force, and that the north con- 
tinues to try to subvert the south through 
radical sympathisers. However, Amnesty 
said that the simple fact of travelling to 
North Korea, without evidence of espión- 
age or support for violence, could not jus- 
tify imprisonment. 



























































{he government is on more shaky 
legal ground with its suppression of 
a teachers’ union last year and its at- 
mpts to prevent the formation of a new 
ion, Chonnohyop, which is challenging 
e monopoly of the government- 
sanctioned Federation of Korean Trade 
nions. Both the non-official unions have 
been banned on vague grounds which re- 
flect the government's fear of a politicised 
union movement. 
The National Security Law is at the heart 
of the government's ability to jail people on 
political charges. The law prohibits involve- 
ment in an "anti-state organisation"; illegal 
avel to North Korea; actions which benefit 
Korea such as praise for it, and fail- 
inform authorities about anyone who 
committed any offences under the law. 
Young Sam, the opposition leader 
has joined forces with the government 
| a recent political re-alignment, has 
pledged to revise the law. But conserva- 
tives in the new party and in the govern- 
nt are opposed to reform. 
. Under Roh the bounds of permissible 
dissent have widened, and reporting on 
its violations is more open. No one has, 

















By Michael Vatikiotis in Jakarta 


mprovements in the often-troubled re- 
lationship between Australia and In- 
donesia in the past year have resulted 
in the resumption of regular bilateral talks 
at official levels and have helped to fuel 
Australia's blossoming role in regional af- 
fairs. 

Concluding two days of talks with offi- 
cials from Australia’s Department of For- 
eign Affairs and Trade in Jakarta, the direc- 
tor-general for political affairs at Indonesia's 
Foreign Ministry, S. Wiryono Sastrohard- 
joyo, described the bilateral relationship as 
having "entered a closer stage." The official 
dialogue, covering a broad range of region- 
al and international issues as well as bila- 
teral problems, had been suspended since 


Woolcott: timing is all. 


the eruption of the Timor Gap sea bound- 
ary dispute in 1978. Both sides concluded a 
temporary agreement on the dispute late 
last year. 

The relationship, often long on emo- 


tional misunderstandings and short on sub- 


stance, has been put back on a surer footing 
since a meeting between Indonesian For- 
eign Minister Ali Alatas and his Australian 
counterpart, Gareth Evans, in March 1989. 
The cordial relationship struck up between 
the two foreign ministers is responsible for 
ending what Australian Foreign Affairs 
and Trade Ministry Secretary Richard 


Woolcott has described as “a period of long 
drought.” 
"The first benefits to acrue from ime 

| proved ties, however, go far beyond bila- 














teral issues. “The improvement in bilateral 
relations has been helpful for [our] regional 
initiatives,” Woolcott told the REVIEW. Cit- 
ing Indonesia's attendance at last Novem- 
ber's inaugural Asia Pacific Economic Con- 
ference (Арес) meeting, Woolcott claims 
that Jakarta’s supportive approach helped 
forge an Asean consensus on backing the 
new forum. 

Similarly, Woolcott believes, the timing 
of improved bilateral relations has helped 
Australia gain acceptance for its proposal 
for a UN interim administration in Cam- 
bodia. "The proposal has taken off to a 
greater extent than we predicted," said 
Woolcott. An earlier attempt by then for- 
eign minister Bill Hayden to break the 
deadlock in Cambodia with a proposal for a 
conference was rebuffed by Asean states — 
in particular Indonesia. 

Australian officials admit the timing of 
their new foray into regional affairs is pro- 
pitious. After the singualr lack of progress at 
either the Jakarta Informal Meetings or the 
Paris conference in 1988-89, Indonesia has 
seized upon the new Australian proposal 
as a means of reviving the peace process it 
manages on behalf of Asean. Diplomatic 
sources say ideas contained in six working 
papers provided by Australia for the forth- 
coming ministerial Cambodian peace talks 
in Jakarta could be worked into a proposal 
for all sides to consider endorsing at the 26- 
28 February talks. Evans will attend the 
Jakarta talks at the head of a resource dele- 
gation. 

Regional interest in Apec is also believed . 
to be increasing. Concern that develop- - 
ments in Europe will divert flows of aid and 
investment away from Southeast Asia has _ 
made regional governments more respon- 
sive to Apec. Sources say Indonesia ex- 
pressed keener interest in the Арес 
framework during the 8-9 February talks 
with Australian officials in Jakarta. 

These are encouraging developments 
for Australia. "I can't think of a more busy, 
assertive year for Australian foreign po- 
licy,” said Woolcott, reflecting on the past 
12 months. Woolcott insists this has not 
been deliberately sought. More objective 
analysts disagree. Australia, itself begin- 
ning to feel frozen out of developments in 
the Northern Hemisphere, is striving to 
play а more important role in the region, 
diplomats say. But this time, aware of the 
brashness of their approach in the past, 
policymakers in Canberra are. employ- 
ing a cautiously worded conceptual ap- 
proach. guage ia dos P * 















IVECO: WHAT YOU SEE 
IS WHAT YOU GET. 





Most truck companies only promise you the world. lveco, six-wheel traction; naturally aspirated and tur- 
one of the leading international truck, bus, and bocharged engines up to 480 HP; strong, 
diesel engine manufacturers, delivers an exten- b V E C Q economical, and trustworthy vehicles par- 
sive world-wide sales and assistance network that ticularly fit for difficult working environ- 


includes more than 3.000 lveco Service Points. ments. And everywhere our trucks go, they re 


But lveco goes even further, adding a wide world serviced by an extensive network of original 


of choice: from three tons to the maximum parts. In other words, we at lveco are proud 





allowed by local traffic laws; alarge selec- to give you not just one world, but, with the 


tion of on and off-road haulers with two, four, and widest choice and global assistance, the best of both worlds. 





IVECO NETWORK: 

AUSTRALIA: INTERNATIONAL TRUCKS, South Melbourne. BRUNEI: CHAMPION MOTORS BRUNEI, 
Negara Brunei Darussalam. CHINA: IVECO FIAT REP. OFFICE, Beijing - NANJING MOTOR CORPO- 
RATION, Nanjing - CHINA NATIONAL AUTOMOBILE INDUSTRY I.E. CORP., Beijing - DIESEL MOTOR 
REPAIRING FACTORY, Shangai - QINGDAO SIFANG AUTOMOBILE REPAIRING PLANT, Qingdao - 
XUZHOU REFITTING AND REPAIRING PLANT, Huzhou. HONG KONG: GILMAN MOTORS, Hong 
Kong. SINGAPORE: CHAMPION MOTORS (1975), Singapore. THAILANDIA: ANGLO-THAI, Bangkok 





PAKISTAN 


The government struggles to stem rising violence 


Kalashnikov culture 
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By Salamat Ali in Islamabad 


n early January the paramilitary force 
I the tribal belt along the 

Durand Line ting Pakistan and 
Afghanistan, raided Darra Adam Khel — 
the major arms bazaar in Pakistan's North- 
West Frontier Province (NWFP) — to smash 
a variety of crimes from kidnapping 
through drug trafficking to car theft. But 
though the Frontier Scouts claimed their 
operation was highly successful, it stirred 
up a hornets nest with powerful tribal el- 
ders alleging unwarranted harassment, un- 
justified confiscation of weapons and wan- 
ton destruction of property. 

At a 10 February rally in the bazaar, 
elder Syed Yusuf Hussein put his finger 
on where the tribals could hurt Pakistan 
most. He said that the division of Pathan 
tribal area through the Durand Line drawn 
by British colonialists was unacceptable 
and that the weapons confiscated from 
the tribesmen must be returned to them 
or else they would paralyse the local ad- 
ministration. Another elder, Malik Nadir 
Khan Zakkakhel, was loudly cheered when 
he declared that under age-old custom, 
the tribesmen would not tolerate any 
governmental effort to ban trade in 
arms. 

For Islamabad, the issue is not merely 
one of how to deal with independent- 
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Darra gunshop: arms for the masses. 


minded tribesmen who range across the 
border at will. The raid reflected official 
concern at more than a million automatic 
weapons being used throughout the coun- 
try in a rising tide of lawlessness. Firearms 


OH mts үчү 


are sold openly all over the tribal area, with 
no licences required. Ironically, the crime 
rate is said by officials to be lowest in these 
areas. 

But the products of Darra Adam Khel's 
numerous backyard gun factories are dis- 
tributed throughout the country, posing 
problems for the federal government. In an 
effort to gain control of the flow of arms, Is- 
lamabad is considering a free-licensing sys- 
tem which is likely to prove politically divi- 
sive because it would cut across the cus- 
tomary powers of the provinces to issue 
arms licences. 

Darra Adam Khel's workshops, which 
in the past used to forge handguns and 
shotguns, have since become sophisticated 
enough to copy automatic rifles — espe- 
cially the Kalashnikov, which has come to 
acquire a special status in Pakistan. Since 
the Afghan civil war, the available range 
of weapons in the NWFP includes rocket 
launchers, mortars and even anti-aircraft 
guns. Buying weapons in tribal areas has 
always been as easy as buying daily provi- 
sions, but the difficult part until some years 
ago was to get them out to the rest of Pakis- 
tan where a licence is required for each 
weapon. Now an infrastructure has evolv- 
ed where dealers make deliveries any- 
where in the country. 

Since British colonial days, NWFP has 
been a loosely administered area where 
local affairs are run along traditional tri- 
bal lines and Islamabad has largely allowed 
the old system to continue. However, Af- 
ghanistan refused to accept the Durand 
Line as an international frontier, which 
gave political leverage to the Pathan tribes- 
men. 

Meanwhile, the continuing civil war in 
Afghanistan has unsettled the whole of that 





Blood feud 


Less than two weeks after Sindh Chief Minister Qayam Ali 
Shah claimed the restoration of law and order was progressing 
rapidly in his province, the capital Karachi exploded in violence 
that left at least 60 dead, over 100 injured and banks and shops 
looted or burned. Troops and the imposition of a curfew have 
since restored a semblance of order, but the root cause of the 
violence continues to simmer. 

The trouble started after the Muhajir Qaumi Movement 
(МОМ), the province's main opposition party which also runs 
Karachis municipal government, called a strike in protest 
against the tactics of the Pakistan People's Party (PPP) govern- 
ment. Versions vary as to what triggered the subsequent shoot- 
ing by both police and well-armed gunmen on 7 February, but 
given the mutual antipathy between the Sindh's ethnic divi- 
sions, such an outburst was regarded by observers as inevitable. 

The MQM represents the muhajirs — Indian Muslim mi- 
grants settled in Pakistan since 1947. They continue to fear being 
expelled from their adopted home and allege they are discrimi- 
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nated against. Native Sindhis fear the province will be par- 
titioned between themselves and the muhajirs, while also com- 
plaining of economic deprivation and long-standing efforts by a 
succession of governments to deliberately crush the Sindhi 
identity. 

The MQM has proved a tough opponent of the PPP, with its 
well-armed partisans more than a match for the police force 
while its powerful student wing is in frequent clashes with the 
PPP equivalent. Both the PPP and МОМ continue to trade es 
over which party bears the greater responsibility for the latest 
violence. However, the discovery of the charred bodies of five 
PPP workers and attacks on the homes of three Sindh ministers 
seems to favour the government's case that the MOM were the 
main perpetrators. 

While Pakistan was jolted by the scale and savagery of the 
riots, any solution to their underlying cause seems as remote as 
ever. President Ghulam Ishaq Khan proposed an all-party con- 
ference on law and order throughout Pakistan. The government 
has not yet reacted to this proposal, though it has announced 
the creation of a judicial commission to examine the background 
to the unrest. However, observers say further violence is likely 
if there are no serious efforts by the MOM and PPP to discuss the 
multitude of other problems that divide them. ш Salamat Ali 
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Ocean Of Difference 
Between Them. 





IT TAKES AN OCEAN TO DEMONSTRATE 


THE DIFFERENCE BETWEEN THE BAE 






800 AND THE NEW BAE 1000. 

WITH ITS UNPRECEDENT < 
ED MID-SIZE RANGE OF 4.150 
STATUTE MILES, THE 1000 CAN EASILY 
CROSS THE ATLANTIC. THE 800 EASILY 
CROSSES CONTINENTS WITH ITS OWN 
IMPRESSIVE RANGE OF 3,450 STATUTE 
MILES. 

THIS DIFFERENCE ASIDE, THESE 
TWO REMARKABLE AIRCRAFT HAVE A 
STRIKING, BASIC SIMILARITY. BOTH ARE 


BORN OF THE SAME UNPARALLELED 


EXPERIENCE, THE SAME RIGOROUS 
DESIGN STANDARDS THAT BRITISH 
AEROSPACE IS FAMOUS FOR. 
„ THE 1000 HAS A CABIN NEARLY 
THREE FEET LONGER. AND 
NEW PRATT & WHITNEY 305 TUR- 
BOFAN ENGINES THAT ARE THE MOST 
POWERFUL IN THEIR CLASS AND SIGNIFI- 
CANTLY MORE FUEL EFFICIENT THAN 
THE COMPETITION. 

THE 800 IS THE ESTABLISHED MAR- 
KET LEADER IN THE MID-SIZE CATEGORY. 
ITS RELIABILITY IS LEGENDARY, WITH A 


REMARKABLY LOW MAINTENANCE 


HOURS TO FLIGHT HOURS RATIO. PRO- 
DUCTION IS SET TO CONTINUE WELL INTO 
THE 1990'S, 

BOTH AIRCRAFT HAVE CABINS FIVE 
FEET NINE INCHES IN HEIGHT, HEAD- 
ROOM FOUND IN NO OTHER MODERN MID- 
SIZE CORPORATE JETS. BOTH OFFER 
CABIN INTERIOR ARRANGEMENTS TO 
CUSTOMER CHOICE. AND BOTH REPRE- 
SENT CONSIDERABLE IMPROVEMENT FOR 


THOSE WEIGHING THE BENE- 








FITS OF UPGRADING FROM 
\ SMALLER AIRCRAFT. 
THE 800 IS 
AVAILABLE RIGHT NOW. 
1000 DELIVERIES, STARTING 

IN THE SPRING OF 1991, ARE AT 
LEAST THREE YEARS AHEAD OF THE 
COMPETITION. 

FOR MORE INFORMATION ON THE 
BAE 1000 OR THE BAE 800, WRITE: COR- 
PORATE AIRCRAFT SALES, BRITISH 
AEROSPACE (COMMERCIAL AIRCRAFT) 
LIMITED, HATFIELD, HERTFORDSHIRE, 
AL10 9TL ENGLAND. TELEPHONE 
(0707) 262345. IN THE USA: KENNETHC. 
SPINNEY. VP MARKETING-CORPORATE, 
BRITISH AEROSPACE, INC., P.O. Box 
17414, WASHINGTON-DULLES INTERNA- 
TIONAL AIRPORT, WASHINGTON, D.C. 
20041. OR CALL 703-478-9420. 
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country, while simultaneously, heroin 

laboratories have mushroomed along both 

. sides of the Durand line. Thus a dangerous 

. nexus has developed between arms and 

- drugs smuggling and other crimes. Cars 

` stolen from other areas in Pakistan find 

. their way to the tribal area where no li- 

. cences or other papers are needed. The in- 

. flux of foreign arms aid, including weapons 

` of East Bloc origin, to the Afghan resistance 

. has bloated the tribal arms bazaar. 

. . The Kalashnikov — now a local generic 
term for any automatic rifle — has become 
the country's biggest challenge to law and 
order. Gangsters use these weapons to 
hold up banks, rob people and spray bul- 

. lets at random in crowded market places 

_ during times of heightened political ten- 
sion. By contrast, the police are armed with 
antiquated rifles. Those people important 

. enough to fear attacks are now accom- 

_ panied by bodyguards armed with Kalash- 

_nikovs. In the 12 months to November 

. 1989, there were 5,893 murders, 2,326 

. armed robberies and 995 abductions. 

. A Currently looming as a divisive political 

_ issue is a proposal by Federal Interior 
Minister Aitzaz Ahsan to issue a licence to 
anyone who wishes to register his weapon. 
According to a December 1989 report by his 
ministry, police had recovered only 486 

of an estimated 1 million unlicensed 

_ Kalashnikovs in the hands of the public. 
Currently, the provincial governments age 
the primary authorities for issuing arms 
permits. According to published figures, 

up to 1986 there were 525,000 licensed 

weapons in Punjab province, with 46,000 

licences issued in the city of Lahore 


e 
Е 


Уу rovincial governments, especially in 

Р opposition-ruled Punjab, have al- 
š ready begun blaming the federal 
| а=: for issuing licences without 

t consulting them. But Ahsan is pushing 

- his policy over the objections of his ministry 
officials, arguing that licensed arms used in 
crimes can easily be traced. 

The interior minister said that the crime 
rate was the lowest in the NWFP and 

Baluchistan, where almost everyone carried 
weapons legally. It was high in Sindh and 
Punjab because in these places it was 

largely criminals who had weapons and 
law-abiding citizens were unarmed. Crimi- 
nals would be extremely careful if they 
knew the house they wished to rob could 
be armed, he said. 

The interior minister's proposal is likely 
to be debated soon in cabinet. Since his 
ministry concedes its failure to persuade 

citizens to surrender illegal weapons, his 
might be the best course to help citizens do 

| what the police cannot. However, the end 
result could be to make the Pakistani public 
one of the most heavily armed in the world 

— as locally, even the best automatic rifle 

costs less than US$1,000. к 
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Quotas on car ownership on the way 


Auto cratic solution 





By N. Balakrishnan 


he Singapore Government is about 
à to introduce a quota system for pros- 
pective car owners to curb what it 
thinks is an unacceptable rate of growth in 
the number of private cars on its roads. 
This is despite the fact that Singapore's 
roads are among the least congested of 
Southeast Asia's major cities. 

The proposed system, details of which 
have yet to be announced, is expected to 
come into force by mid-year. It seems cer- 
tain to make car ownership even more of a 
status symbol than at present by, in effect, 
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Singapore's uncongested business district. 


restricting ownership to the very rich. 

Singaporeans’ love affair with the pri- 
vate car is curious, One cannot drive far or 
fast on this tiny island, and the city’s public- 
transport system conveys passengers just 
about everywhere efficiently and in com- 
fort. In addition, taxis are plentiful and in- 
expensive by world standards. 

The government's determination to curb 
the number of private cars — with a 
plethora of levies on car usage as well as 
ownership — when traffic congestion is not 
a problem, is equally curious. In defence of 
its policy, the government naturally argues 
that it is precisely such tough measures 
which have kept the city's roads conges- 
tion-free. 

But despite the high cost of car owner- 
ship, middle class Singaporeans seem will- 
ing to spend a large part of their disposable 
incomes on a car and the status that comes 
with it. In some cases, they shell out as 
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much as or more for a car than for a flat in 
a public housing estate, where the average 
Singaporean family resides. A popular local 
saying suggests that happiness is having 
“one wife, two children, three rooms and 
four wheels.” 

The average monthly salary in Singa- 
pore is about S$1,000 (US$538), with young 
professionals earning about S$3,000 and 
having a disposable income of around 
S$2,000. A good quality Japanese-made 
sedan costs about 5$70,000 — including the. 
country's various levies — whereas a three- 
room flat in a public housing estate costs 
around 5$50,000. Luxury European cars, 
costing twice as much as the Japanese mod- 
els, are also frequently seen in public hous- 
ing estate car parks. 

By comparison, in Hongkong, where 
private cars are less costly and incomes are 
higher, per capita car ownership is 
nevertheless only about half that in Singa- 


pore. 

Some sociologists have suggested that 
Singaporeans' penchant for car ownership 
reflects a need to assert their individuality. 
More than 85% of Singapore's population 
live in public housing estates, where resi- 
dents are not even allowed to paint the 
doors of their flats in colours of their choice. 

Questions remain about how a propos- 
ed auction of quotas might be conducted. It 
has been suggested that the right simply to 
own a car will be auctioned off. Alterna- 
tively, two auctions could be held: one for 
the right to purchase large, expensive lux- 
ury cars, and another for the right to buy 
cheaper, compact more utilitarian models. 
It is also unclear whether all current car 
owners, including those families owning 
more than one car, will be allowed to retain 
their right of ownership, while newcomers 
to the market have to bid for the same right 
at inflated prices. 

In а recent interview with Singapore 
journalists, Prime Minister Lee Kuan Yew 
hinted that those who own cars may — in 
the name of equity — lose their right to car 
ownership in a decade or so and have to 
compete with everyone else for the quotas. 
But Lee himself seems resigned to the fact 
that middle class Singaporeans will not lose 
their love for the automobile any time soon. 
He has indicated that perhaps Singapore 
can build a parallel underground road sys- 
tem in many parts of the downtown area 
which would accommodate 30-40?5 more 
cars. The Public Works Department is said 
to be working on a feasibility study to 
spend S$1 billion on such a project. E 
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Our motto is more than pretty words. It’s the fabric of our business. 

We make advanced construction equipment, presses, lasers and robots: intelligent machines, 
for enlightened users. Komatsu technology is designed to meet local needs and global concerns for 
the environment. And build better communities without sacrificing the quality of life. 

At the same time, we support open markets through cooperative ventures around the world. 
Wherever we go, Komatsu seeks local partners to share the benefits of technology and prosperity. 
We take part in community life as a neighbor. And we also sponsor quality 
imports in our local markets, at home in Japan. 

That’s just a sample of how one company works for the world. 

Modest efforts, for mutual rewards. Consider how much we can accomplish 
if we work with care, patience and imagination. Together. 


ste KOMAT' SU Head Office: 2-3-6, Akasaka, Minato-ku, Tokyo 107, Japan 


Telex:J22812 Phone:(03) 5561-2617 Cable:KOMATSULTD 















































he 1980s witnessed the multi-col- The nation of Japan is a caricature of was being inhibited Буа  revulsioi 
lapse of communism as a credible backward ignorance. Women are treated — prospect of economic leadership falling into 
ideology, of communist parties’ as second-class citizens walking behind non-White hands.  . | 
claim to a leading role and of the their husbands. The sexual habits of Ja- 

egitimacy of communist governments. The рапеѕе men are an extreme version of 14- An even better . 
resulting break-up of ideological tectonic year-old boys in a pornography shop. feelings came three 






| 
hree years ago from the. pen. | 
plates has diminished the threat of global Even the social structure amongst men isa of the late Osamu Shimomura who, like | 
war, affording the prospect of mankind anachronism . . . The irrational behaviour Laffer, was extremely influential in forming 
beating swords into plough shares and so of well-to-do adolescents is legendary. government policy. From his place at the | 
inspiring hopes of the world drawing a They start wars. Ghaddafi without oil powerful Ministry of Finance, he master- | 
“peace dividend.” money would be nothing. 9 minded Japan's income-doubling policies | 
, of the 1960s, which transformed the coun- | 
peace about to break out? Not if the The infantile level of such "Yah-boo-  try's economy and indeed the lifestyle of its 
propensity of the human species to go іо sucks-to-you” abuse from a member of the citizens (giving rise to the much-misun- | 
War every now and again has anything to former Reagan administration — even from derstood description of them as “economic | 
O with it. And there are plenty of potential one of its “thinkers” — should come as no animals”). In the preface to his book | 
causes for upgraded conflicts in this region surprise. Nor should the tone of angry Nihonwa Warukunai — Waruinowa Amerika: | 
alone, apart from those stemming from the frustration, which is unmistakably that of dai ("Japan Is Not To Blame — It Is | 
failure of East Asia's communist states to the small boy who has been supplanted as America’s Fault’ ^), he wrote that when, in 
_| de-Stalinise themselves and various territo- king of the castle. August 1985, he heard of the crash of the | 
_| mal disputes. Gorbachov believes that Is- But it is an unacceptable piece of Japan- — out-of-control JAL jet which slammed into | 
dq lamic fundamentalism poses the next great bashing from a man largely responsible the Gunma mountains killing 520 people, | 
_| threat. So that various nationalisms and as- for piling up the enormous US deficits he was violently reminded of the the im- | 
_| sorted religions together provide more than (which he claims are a symptom of eco- pact the US economy could have on Japan: | 
|| sufficient battlefields for the future. nomic strength) directed against a nation 61 was imagining the coming crash of 
р s which financed such a large chunk of the the US economy. I was thi < | | 
_| Then, of course, there's the power com- American foreign debt, shored up the US the US economy collapses, it would also | 
_| plex. Over the last half-century, the US has dollar and hugely expanded its own dom- ро through a long period of rudderless- | 
acquired the mind-cast of the world's most estic economy, thus stimulating imports. ness like that JAL aircraft, and having lost 
powerful nation, erect on pillars of its For such a man to describe Japan as shirk- all lift would crash and disintegrate . . 
democratic system, its global role, its mili- ing all its responsibilities is laughable, just The US economy is indeed entering 
tary-industrial complex, the almighty dollar as his caricature of Japan, a country where such a state. Despite the optimistic fore- 
d a sense of self-righteousness. The signs less than 1% are illiterate comes ill from a casts put out by the US administration, the 
that it will have even more difficulty citizen of a country in which 27 million over economy is losing its propulsion. The 
than did the British in coming to terms with the age of 17 cannot read or write. Americans argue that their economy is in 
the fact that it is no longer No. 1. good shape since domestic demand main- 
Апа when one adds more than a sou- Why does the Reaganite economist not aim tains sron powh, Ша only excessive 
| peon of racialism to the seething pot of his Laffer curve balls at West Germany, i ffsetting 
| nationalisms, religions and withdrawal- whose currency has been rising against the 
.| from-power symptoms, the mixture could dollar for years and which has risen over . reason pios npo 
| easily boil over. Such ingredients could 25% against the yen since the beginning of — mestic demand is that 
| even poison the vital US-Japan relation- last year? Could there not be an element of adequate domestic producti 
| ship. Voices of misunderstanding still racism in the ignorant abuse? Many Japan- satisfy domestic demand. In this « my 
d. shout angrily across the vast deep. ese think so. only consumption grows andi is metbyim- | 
6 The US has reacted testily to recent Ja- ports, | 
. The chief economic guru of the Reagan рапеѕе expressions of growing confidence But Americans refuse to face t 
administration, Dr Arthur Laffer, inventor and resentment that its hard-won economic damental problem ar 
of the Laffer curve which blessed supply- strength has not been given adequate rec- mir 
ide economics with a pseudo-scientificlaw орпійоп. A recent book, co-authored by hand, wi 
as yet unproven, recently used the most ex- Sony chairman Akio Morita and politician ^ needs 
traordinarily objectionable — and ungram- Shintaro Ishihara, significantly entitled The by the A 
matical — language about the Japanese in Japan That Can Say No, caused a flurry of their heads lo an 
his investment newsletter: hostility in the US. It asserted, quite reason- : 
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take an Oriental turn. 


A Hong Kong ballet troupe 
enthralls a European audience. 

East meets West. The moment 

is magic. It is this same sense 

of enchantment you feel on 
every Cathay Pacific flight. Our 
flight attendants are chosen from 

10 Asian lands for their courtesy 
and charm. And our fleet is ex- 
clusively powered by Rolls Royce 
engines. This creates an inflight 
performance of extraordinary grace 
and elegance with one ultimate reward: 


you arrive in better shape. 
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Arrive in better shape. 























he w oing v consumers has moved from tec hnology to design 


on the looks 





old 


Trenes innan ir tiit mense ri 


] y Bob Johnstons in Tokyo 


канааа иа eee eae 


ow do you sell things to people 
who. already have one of every- 
thing? That is the question that 
JA. M. Japanese manufacturers, faced 
wiih a saturated domestic market, are ask- 


. ing themselves. Their answer is that, in the 
_ 19905, they will compete primarily not on 
function or quality or price — but on de- 


/ sign. 
. In the past, hungry Japanese consumers 
-= would lap up anything that manufacturers 


E threw at them. But in today's Japan, with 
_ half a dozen brands of most products to 
-.. choose from, consumers аге less interested 


-in function than in buying something that 
. . makes them feel good. 

| — Design, with its immediate appeal to the 
eye, сап do just that. But the change that is 


p. | taking place in Japanese products is not 
|. merely a cosmetic one. Today, says Teruzo 
Ina, president of top bathroom fixture 


. maker Inax, design has become "the most 
|| essential part of the product." 

| A prime example of the new trend to- 
|. wards design-centred production is car 


.. maker Nissan. Over the past year, the com- 


7 pany has introduced a succession of dis- 
|; tinctively designed cars that have sent Nis- 


sans domestic sales soaring by almost 1475. 


Better yet, for the first time in living mem- 
огу, the company has gained market share 


-at the expense of arch-rival Toyota. 


v Nissan’s success results from a radical 
> restructuring of corporate policy. New pre- 
‘sident Yutaka Kume issued a directive that 





would have been unthinkable only a few 
years ago. He gave individual designers 
priority over the committees of engineers 
that had traditionally been responsible for 
the company’s product planning. 

Nissan's design-centred strategy is not 
an original one. Ford used a similar tactic 
some years back in the US to gain ground 
from General Motors. Nor is Nissan the 
first Japanese firm to discover that design 
sells. Companies such as Sony, Canon and 
Yamaha have long been known for the 
excellence of their product design. Indeed, 
Sony's corporate philosophy explicitly 
states that design is "the visual manifesta- 
tion of product quality." 

But these companies used to be the ex- 
ceptions. In the wake of Nissan's success, 
they have suddenly become the exemplars. 
Now, even ultra-conservative companies 
like Hitachi are waking up to the impor- 
tance of design. 

Last February, the giant electrical goods 
maker splurged US$25 million on a lavishly 
equipped new design centre in Aoyama, at 
the heart Tokyo's fashion district. The deci- 
sion to make such a large investment says 
Mitsuo Kawaguchi, a senior designer at the 
Hitachi centre, stemmed from the realisa- 
tion that "in consumer products, manufac- 
turers' technology level is almost the same. 
So we're not competing with technology 
any longer, we're competing with design." 

The centre comes under the direct per- 
sonal control of Hitachi president Katsu- 
shige Mita. This, too, is new. 

Much of the credit for design's rapid rise 
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that “designers can become responsible for god; 1 relationships 

between people and things." —. : 2 
Yuichi Yamada, editor of Design Neus, cit 
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to prominence in the corporate mind must 
go to Japan's Ministry of International 
Trade and Industry (Miti), of which Tana- 
ka's organisation is an ancillary. The minis- 
try predicts that the 1990s will be a new age 
of design. As a prelude to this age, Miti de- 
signated fiscal 1989 (which ends in March 
1990) as a national design year. A nation- 
wide programme consisting of hundreds of 
related events climaxed in a massive sym- 
posium in Nagoya in October. Some 3,000 
designers attended, 800 of them from over- 
seas. 

The ministry's interest in the promotion 
of industrial design dates back to the early 
1950s. At that time, Japan's exporters were 
under criticism for copying Western de- 
signs. To scotch such claims, Miti began a 
programme to promote the production of 
legitimate originals. In 1952, as a first step, 
the Japan Industrial Designers Association 
was formed under the ministry's sponsor- 
ship with just 25 members. 


ne important aspect of Miti's pro- 
gramme was the establishment in 
1957 of the G-Mark award for ex- 
cellence in design. Over the ensu- 
ing 30 years, more than 14,000 products in 
13 categories have received this award. 
Winner of the grand prize іп 1989 was 
Sony's latest "handy" camcorder. Other 
prizewinning companies included Canon, 
Yamaha, Nissan, Hitachi (for a soft-edged 
medical body scanner), and Inax (for a sleek 
set of public toilet modules). The G-Mark 
scheme seems to have achieved its Be 


















“The time when it was necessary to encour- 
age superior design by establishing awards 
has passed,” says Inax's Ina. 

Another part of Miti's early strategy was 
to offer scholarships for youngsters to 
study design in the US. At home, the Edu- 
cation Ministry organised college courses in 
industrial design. Some 30 years later, the 
recipients of the scholarships and the first 
graduates of the courses have begun to 
reach top management level. One such is 
Kiyoshi Sakashita, executive director of 
Osaka consumer electronics maker Sharp, 
the first designer to sit on the board of a 
major Japanese company. 

"In current consumer products," Saka- 
shita says, "design comes first, then func- 
tion and price." As a result, he points out, 
"design is now very important in determin- 
ing company policy. Many leading manu- 
facturers now understand that." 

A characteristic feature of big Japanese 
companies is that they like to do their de- 
sign in-house. This contrasts strongly with 
the approach in the West, where com- 


Nissan's Fairlady Z with LCD projector, va- 


cuum cleaner and pencil sharpener, public 
toilets, digital music theatre. 


4 


panies tend to contract design out to con- 
sultancies or individual freelancers. 

Big Japanese companies employ hun- 
dreds of designers. Sharp, for example, 
musters a design staff of around 200. That 
sounds like a lot, until you realise that the 
company launches 2,000 new products a 
year. It works out to about one product a 
month per designer. 


ompany designers tend to work 

very closely with product develop- 

ment groups from the initial stages 

of product planning. The advan- 
tage of the group system is that it ensures 
that good ideas are turned into products. 
And, as Bill Moggridge, a British designer 
who has done a lot of work for Japanese 
companies, points out, “any idea that can 
survive the group is going to survive the 
market.” 

The disadvantage of the group system is 
that it tends to discourage originality and 
eccentricity. These two aspects of design are 
increasingly regarded as crucial ingredients 


for product differentiation. Emphasis on 
homogeneity at the expense of individual- 
ity is true of the entire Japanese educational 
system; design education is no exception. 

Truly original designs still tend to come 
from outside. In 1984, for example, Canon 
brought in Luigi Coranni — an Italian de- 
signer well-known for his organic forms — 
to work on a new camera. Coranni came 
up with a design featuring soft curves 
mauilded to fit the hand, a radical departure 
from the hard edges of previous genera- 
tions of cameras. After Coranni had shown 
the way, Japanese designers responded 
with a deluge of variations on the theme — 
and not just with cameras, either. 

Japanese companies are aware that the 
corporate environment can stifle creativity. 
When they feel that a fresh approach is 
necessary, they call in outside consultants 
like Coranni and Moggridge for help. 
Sometimes they use both in-house and ex- 
ternal approaches in parallel. 

“Taking out an insurance policy” is how 
Alan Jackson of International Automotive 
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intense intellectual debate that characterises the Western ap- 
proach to design is unclear. And even if Japanese designers 
were to develop a philosophy of their own, there is the question 
of whether they would be allowed to apply it. To do so, they 
would need to be considerably more independent than at pre- 
sent. The fact is that most Japanese industrial designers cur- 
rently work for companies. And, as Ekuan points out, “if you 
work for a company, you can't say no.” 

Nonetheless, though few in number, firms like Masuda's do 
exist. F&I Design is structurally far removed from a conven- 
tional design consultancy. A loose-knit network of specialists 
from a variety of different design specialities, the company is 
involved with some very advanced conceptual work called 
“multi-client brands." 

The idea here seems to be to have product planning groups 
from a broad spectrum of unrelated companies — everything 
from housebuilders through food producers to leasing firms — 
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to concentrate on a single, usually abstract theme (example: 
"androgenous"). It is too early to contemplate the results of 
such exercises. But the fact that industry is prepared to sponsor 
them at all indicates that, in Japan, design has advanced well 
beyond simple determinations of shape, colour and material. 

[n the future, there is considerable scope for designers to join 
hands with architects in creating a new urban Japan that would 
offer its inhabitants a better quality of life. One area where this 
is already happening, albeit on a relatively small scale, is at cer- 
tain large JR railway stations in Tokyo. In recent months, long- 
suffering commuters have seen the introduction of such innova- 
tions as clear, colourful new sign systems (designed by GK), 
hotel-standard toilets, and soothing koto music instead of harsh 
clanging bells. 

Japan has discovered design. Now the question is, will de- 
signers get the chance to make the most of this discovery? 

m Bob Johnstone 
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cribes this strategy. - 

ipanies certainly have the 
afford the luxury of pursuing paral- 
roaches. In recognition of this pur- 

asing power, many of the West's top de- 





fices in Tokyo. And, though still very few 


tarting to work for Japanese companies. 

. One such is Anthony Dunne, a gra- 
duate of Britain's prestigious Royal Col- 
ege of Art. Dunne wanted the chance to 
Work with коон products and 


he plastic case of the “Brain,” a 
-book-sized word processor made by 
s Sharp, has a finish made to resem- 
D ble lacquer ware. Its logo begins with what 
_ looks like a stroke from a calligrapher's 
brush. "Word Tank,” an electronic diction- 
__ ary from Canon, is a variation on the cal- 
. ligraphy metaphor. It looks like an ink- 
. stone. Both products bear the stamp of a 
_ new and unmistakably Japanese style — a 
amless blend of hi-tech and traditional Ja- 
anese aesthetic values. 

When Japanese industry started making 
ousehold appliances like refrigerators in 
the 1950s, most of its designers had never 
themselves actually used the products they 
were designing. They were thus forced to 
e their designs on pictures in Western 
jazines such as House & Garden. 

That age is now over. For products like 
"new media tools" — the Japanese name 
for a category which includes electronic dic- 
tionaries, word processors, note pads, per- 
sonal organisers and still-video cameras — 
there are no Western precedents on which 
to depend. Without exception, these pro- 
ducts are Japan originals, to borrow a catch- 
phrase from Nissan's advertising campaign 
‘its new Infiniti range of luxury cars. 

< Lack of Western paths to follow has 
own Japanese designers back on their 
wn traditions. As it happens, the essential 

































ontemporary trends in technology. 

Traditional Japanese crafts such as 
ceramics, textiles and lacquer ware provide 
esigners with a rich cornucopia of shapes, 
lours and textures with which to experi- 
ent Advances in materials and materials 
cessing — the surface treatment of plas- 
or. example — make it easy for the de- 
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Japanese designers escape the tyranny of function 


: bye -bve Bauhaus 
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seriously in Japan than in Britain, In par- 
ticular, Japanese pay more attention to 
what he describes as “the softer side of de- 
sign.” These days, he points out, “people 
are interested in products not just as tools, 
but as something symbolic and enjoyable.” 
Mechanical function is no longer a prob- 
lem. Now, says Dunne, the idea is to try 
and graft a “soft function” onto a product. 
One example of a soft function is the rug- 
ged, outdoor look of Sony’s “Outback” 
range of Walkman portable stereos, which 
were specially designed for the US market. 






in the context of an ultra-modern product. 

The central principle of industrial de- 
sign, laid down over half a century ago by 
Walter Gropius and his Bauhaus col- 
leagues, was that form should follow func- 
tion. Now, advances in technology, espe- 
cially in microelectronics, are liberating Ja- 
panese designers from the tyranny of func- 
tion. 

Take loudspeakers, for instance, While 
the other components of stereo systems — 
amplifiers, tuners, players and so on — can 
be virtually any shape or size, 
speakers have obstinately re- 
mained as boxes. And big 
boxes, too, if you want decent 
reproduction of low fre- 
quency sounds. Engineers at 
Yamaha, the leisure goods 
specialist, set out to overcome 
this limitation. They were in- 
spired by the throaty roar that 
truck exhausts put out. If a 
thin pipe can make such deep 
sounds, they reasoned, why 
not a speaker? 

After discussions on noise 
production with their col- 
leagues at Yamaha's motor- 
bike subsidiary, they de- 
veloped a new type of 
speaker in which, through 
clever electronic manipula- 
tion, air is made to function as the dia- 
phragm. Powerful speakers can at long last 
be any shape the designer wishes, and 
small in size. 

Yamaha has been one of the most en- 


thusiastic proponents of industrial design 


in Japan. Thirty-five years ago, the com- 
pany was instrumental in the formation of 
GK, which today is Japan's largest design 


consultancy (and one which Yamaha still 









А Yamaha speaker. 
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Oro blem i is how fo make it say 
something interesting,” says Dunne. 

What is interesting today is not neces- 
sarily interesting tomorrow. Especially in 
Japan with its appetite for novelty. Japan is 
also a country where people tend to throw 
things away. It is perhaps this tendency, 
more than anything else, that leaves Japan- 
ese producers confident that, by stressing 
design, they will continue to be able to per- 
suade people to buy their products in the 
future. m 
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regularly commissions to design products). 
To celebrate the virtues of its new 
technology, last year Yamaha held an inter- 
national design competition. In December 
1989, it exhibited the 22 winning designs 
(out of almost 1,400 entries) at a gallery in 
Tokyo's fashionable Roppongi district. Most 
looked more like sculpture than speakers. 
Yamaha began life as a maker of musical 
instruments. Formerly, these were familiar 
products like pianos and violins. Through 
the application of electronics, however, the 
company has introduced a range of entirely 
new sound makers such as portable syn- 
thezisers, rhythm mers and digital 
wind instruments. Unlike classical instru- 
ments, none of these depend on shape for 
the sound they make. They thus leave the 
designer plenty of room for creativity. 
Electronic products were formerly domi- 
nated by vacuum tubes, bulky glass objects 
that glowed when switched 
on and broke easily. (The last 
bastion of the tube age is the 
cathode ray tube used in TV 
sets.) 
After the tube came the 
transistor, which was small 
and virtually indestructible. It 
was followed by the integ- 
rated circuit, a combination of 
. transistors on a chip. Now we 
. are rapidly approaching a 
Stage where virtually all the — 

chips and other components 

that make up an electronic 
|. product can be boiled down 
` into a single, multi-layered 
ceramic board. It is at this 





point that form fina I y takes its 
leave of function. - 
The harbinger of the trend 





towards formlessness has been that quint- 
essentially Japanese product, the transistor 
radio. Sony's latest products — credit card 
sized radios permanently tuned to a single 
station — are nothing but technology plus 
design. There will be other electronics- 
based products whose function will be im- 
possible to guage from form. But their 
style will instantly ide hem. as Japan- 
ese, : 
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Not the wizard of Oz 


A Secret Country by Jolin Pilger. Jonathan 
Cape, London. £13.95 (LIS$23.50). 


The saintly John Pilger is known to 
British Tv watchers and tabloid newspapers 
readers as an heroic of assorted 
evils, fearless champion of the downtrod- 
den, scourge of oppression everywhere. 
Now our hero has turned his sanctimony 
on his native Australia, which he left 25- 
odd years ago for the larger audience of the 
Old Country. 

His time in his adopted land has been 
well spent in learning the tricks of Fleet 
Street hyperbole (though he could have 
learned most of those at home), and all the 
myth-creating talent of television. But his 
critical faculties seem stuck in the liberal 
rage of early 60s youth. This was a difficult 
period for Australian rebels because of the 
paradox of their nationalism; frustrated by 
the local conservatism of the Menzies era, 
they went overseas with their liberalism 
and nationalism, causes which m 
with Australian involvement in the Viet- 
nam War. Many of the fiercest critics of 
Australia’s “cultural cringe”  towagds 
Europe pursued expatriate careers. 

In its own words, this book is commit- 
ted to “revealing the truth behind the mis- 
leading facade erected during the 1988 
Bicentenary celebrations." Anyone looking 
for these revelations will be disappointed. 
There are no facts which the average liter- 
ate Australian — even those who read no- 
thing besides the Murdoch press which 
Pilger derides — would find new. There is 
nothing new either in the various conspi- 
racy theories to which Pilger gives credence 
through innuendo that is breathtaking. 

There is an obligatory breast-beating 
chapter about White Australia's treatment 
of Aborigines. But this is hardly a secret 
and others such as Robert Hughes’ The 
Fatal Shore have made an infinitely better 
job of it. Pilger reasonably rages at continu- 
ing mistreatment of Aborigines, but seems 
unwiling to face the very real problem 
(found also in several Asian countries with 
similar groups) of how to preserve a culture 
based on a simple and very particular way 
of life at the same time as provide the mate- 
rial advantages of an industrial society. 

Pilger recognises the remarkable extent 
to which Australia has absorbed diverse 
immigrants since 1945, from European 
"reffos" in the late 1940s to the Vietnamese 
boat people of the 1980s. But his railing 
against racism seems typical of many West- 
егп self-styled liberals. Confronted with 
real Asians they can be less edifying. 

In 1982 Pilger wrote a sensationalised 


story about child labour in Thailand for a 
London tabloid headlined: "I bought this 
child for £85." He suggested that the self- 
righteous British public should think twice 
before buying Thai products. Subsequently 
Thai journalist Paisal Sricharatchanya, then 
a REVIEW correspondent, exposed the fact 
that the story was a fraud; Pilger had been 
readily duped by a Thai conman into be- 
lieving he had "bought" the child. He re- 
sponded not with apologies but with con- 
descension to Paisal and defamatory re- 
marks about other correspondents, whom 
he tarred with CIA connections. 
Condescension is Pilger’s stock in trade. 
Vietnam (population 67 million) is “small.” 
Australia should develop its relations with 
Asia, he says. But for him Japan equals 
exploitative zaibatsu, while Korea, Malaysia, 
Indonesia are mere ing references. 


Trade with Asia should be “fair” rather 
than “free,” a fine phrase for denying ac- 
cess to products of poor Asian countries 
with which he purports to sympathise. 


га pt 





A stake in the land of plenty. 


Geographically as well as ideologically, 
Pilger's world is an old-fashioned one. Lon- 
don, not Sydney, is now his spiritual 
home; British-derived obsessions with "the 
working class" and nostalgia for 1950s Aus- 
tralian trade unionism his ises. 

Like many self-exiles he has an idealised 
view of what Australia was and should be, 
the country not only of the common man, 
but of the radical and the larrikin (uncouth, 
disrespectful of authority), the natural de- 
scendants of the convicts. Yet if Australia 
once tended to draw a veil over its convict 
past, Pilger (like others) now exaggerates it. 
From early days — the 1820s — the free 
population was bigger than the convict one. 
And those with a convict family history 
were swamped by the flood of free settlers in 
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the mid-19th century. Then, as now, free 
settlers tended towards the social conser- 
vatism which infuriates Pilger. 

Likewise Pilger berates Australia for its 
lack of indepedence from Britain and la 
of US leadership. Yet, the large lrish 
Catholic minority apart, it is hard to see 
why Australians should not have regarded 
themselves as British. That is where most of 
them (freely) came from, bringing their in- 
stitutions with them. Later dependence on 
the US, if sometimes carried to extremes, 
has been very practical. It will in time be 
superseded, perhaps by Japan. There may 
be no other way a thinly populated nation 
can hang on to such a mineral-rich land 
mass without help from powerful friends. 
That is as true today as in 1900. 

But reality does not easily intrude into 
Pilger's analysis of post-1945 Australia. The 
CIA is everywhere, co-opting a willing Men- 
zies, toppling an obstreperous Whitlam, 
conspiring, meddling, buying. It makes for 
very tedious reading but does explain why 
Pilger was so easily fooled by the Thai con- 
man. Don't let facts or reason stand in the 
way of a good story. It shows too what a 
powerful combination innuendo and para- 
noia can be, particularly when present- 
ed to the British audience for which Pilger, 
the Australian "expert," mainly writes. 

Needless to say, the downfall of Whit- 
lam was a CIA plot carried out by willing ac- 
complices ranging from Sir John Kerr to 
Business International. Pilger's heroes are in 
fact Whitlam and an earlier, 1950s, Labor 
leader, Dr Evatt. Admirable though both 
were — Whitlam's impact was as beneficial 
as it was brief — they had in common a 
priggishness that is the reverse of the lar- 
rikinism that Pilger purports to admire. 

He has nothing but contempt for Bob 
Hawke for abandoning Labor ideals of 
nationalism and socialism for the US al- 
liance, money making and corrupt politics. 
Indeed the best chapter deals with the in- 
cestuous relationship between Hawke and 
"mates" such as Alan Bond, Rupert Mur- 
doch, Kerry Packer and Peter Abeles, and 
such fellow politicians as his Treasurer Paul 
Keating, and former state premiers Brian 
Burke and Neville Wran. It is not new, but 
the sleaze makes entertaining reading. 

It is right to be moralistic about Austra- 
lian money politics, and worried about the 
size of the foreign debt being accumu- 
lated to help keep Hawke & Co. in office. 
But Pilger's fury at finding that Australia is 
not a socialist workers' paradise guided by 
ideological rectitude and an antipodean 
version of North Korean juche is jarring. 
Opportunism and pragmatic egalitarianism 
have always been twin features of Austra- 
lia. Both are products of migrant mentality. 
Which perhaps explains too why Pilger 
moved from Sydney to London and 
Chinese are moving from Hongkong to 
Sydney — a fair trade, Australia. 

B Philip Bowring 
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Sayonara superpowers 


The Fate of Nations: the Search for 
National Security in the Nineteenth and 
Twentieth Centuries by Michael 
Mandelbaum. Cambridge University Press, 
Cambridge. No price given. 

Asia and the Major Powers: Domestic 
Politics and Foreign Policy edited by 
Robert A. Scalapino, Seizaburo Sato, Jusuf 
Wanandi and Sung-joo Han. University of 
California, Berkeley. No price given. 

For many Americans the 1980s were a 
decade of intense reflection about their 
country’s place in a rapidly changing 
world. The “national security” assumptions 
about US global power in the 1950s and 
1960s had already taken some hard knocks 
in the immediate aftermath of the Vietnam 
War and the revolution in Iran. More fun- 
damental issues still were raised by a world 

“system” which, not just politically but also 
economically, was becoming genuinely 

“mutli-polar.” The process of self-examina- 
tion generated a whole body of academic 
writing, to which Michael Mandelbaum’s 
latest book is one more contribution. 

The underlying thesis of the book is 

ly sound: that the security, and 
therefore the strategy and policies, of an 
individual nation state are shaped at least 
as much by the pressures of the interna- 
tional environment as by the internal 
dynamics of its own society and politics. 
The author has relied throughout on a 
number of secondary writings, whose vary- 
ing quality as works of scholarship may to 
some extent account for the strengths and 
weaknesses of his own study. His own 
arguments depend on the conceptual 
framework of an “international system” 
and the behaviour of nation states within it. 

Ultimately, of course, his deepest 
concern is with the security policies 
and dilemmas of the US. However, 
he starts from the notion, time-hon- 
oured among American political 
scientists, that the US is merely one 
more example of the genus “strong 
nation.” The best way to understand 
it, therefore, is through the study of 
analogies and an inquiry into the 
“fate of nations” in general, rather 
than through an analysis of the his- 
torical uniqueness of American 
power and the totally unprece- 
dented quality of global politics in 
the four decades since 1945. Readers 
who do not share that assumption 
may find a good many passages in 
the book less than wholly satisfying. 

Some of the analogies are none- 
theless illuminating. In discuss- 
ing American thinking about global 
security after 1945, for example, he 
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suggests a comparison with the British Em- 
pire in the latter part of the 19th century, 
when the need to protect the routes to 
India led British armies to become involved 
in Egypt and the Sudan, and in the Boer 
territories inland from the Cape of Good 
Hope. These were areas of much less in- 
trinsic importance than India itself, but it 
was there that the security of the empire as 
a whole had to be protected. 

Likewise, says Mandelbaum, the US 
found it necessary to defend Greece and 
Turkey and then to become involved in the 
Middle East — out of an underlying con- 
cern to protect Western Europe and its oil 
supplies. The same argument might, in- 
deed, have been developed further to ac- 
count for US involvement in Southeast Asia 
after 1949 as the only way to protect the 
economic recovery of Japan. But in this case 
the author fails to explore all the ramifica- 
tions of his own hypothesis. 

In his essay on Japan he dwells on the 
success of the Japanese in benefiting from 
the American-created (and American-de- 
fended) international economic order after 
1951, and offers the usual complaints about 
Japan’s unwillingness to share more of the 
American burden in the Pacific. But by 
stopping in 1985 he is able to avoid some of 
the more complex issues regarding Japan's 
future place in global economic affairs. His 
judgment that the Japanese have been 
“followers, not leaders” may prove to be ir- 
relevant in the 1990s. 

The least satisfactory of the six essays 
is that on China, which Mandelbaum 
categorises merely as an example of the 
genus “weak power.” He fails completely 
to come to terms with the content and sig- 
nificance of Maoist thinking on world af- 





Japanese benefiting from American largesse. 
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fact that China's experience and strategies 
have been just as unique in the global 
context as those of the US. The weakness | 
of the Asian chapters, moreover, is 
symptomatic of a serious weakness in the - 
development of international relations as - 
an academic discipline in the US. Asia is 
something to be left to "area studies" 

ists, whose own perspective is re- - 
gional rather than global. 

The contrast is obvious when one turns 
to Asia and the Major Powers. Equally 
is the fact that only four of the 14 con- | 
tributors to this collection are American: the _ 
others are scholars from Asia. Although the 
subtitle of the book indicates a thematic 
concern with the interaction between - 
domestic politics and foreign policies, the 
general reader is likely to be more in- 
terested in the substantive discussion of the 
foreign policy and strategic issues that are 
raised; and on that level, each of the con- 
tributions has something of value to offer, 

The question naturally arises whether a 
book which must have gone to press in 
1988 can still have value after the upheavals 
of 1989. Certainly the essays on Chinese 
policy exhibit a degree of optimism which 
was belied by the outcome of the Tianan- : 
men crisis. Even there, however, we 
should avoid the assumption that China's - 
problems in 1990 are totally unrelated to 
those being debated in 1987. It may be use- 
ful to remind ourselves of how they were - 
seen at that time. 9 

Moreover, one of the few sure lessons of | s 
history is that even the most sudden and 
dramatic changes do not transform every- 
thing at once. In any case, the probability of - 
fundamental change was already evident to - 
some of the contributors in 1987 — notably - 
William Barnds, who wrote the chapter on — 
US policy. He surveys with deftness the va- 
rious elements in the past evolution of 
American policy in Asia, including the in- - 
creasingly important role played by 
Congress in recent years. But he also 
recognises the dependence of past 
policies (and assumptions) on eco 
nomic realities which had already 
begun to change profoundly by 
1985. 

The mere fact of American in- 
debtedness to foreign investors now 
makes it impossible for Washington 
to recover the kind of economic pre- - 
dominance which it could take for 
granted in the 1960s and even in the 
1970s; and failure to resolve US- 
Asian economic relations in the 
1990s could result in a transforma- - 
tion of political realities even es 
disturbing than that which has al- 
ready begun to occur in Europe. 
One thing is dear: whatever hap- 
pens, no one in East Asia will be 
able to escape the consequences. —— 

= Ralph Smith 


fairs since the 1950s, and largely ignores the | 





INC FROM THE WAY international financial markets are behaving 

t the moment, German reunification and the emergence of a new 

nomic superpower is a foregone conclusion. This is a case of the 

rkets getting ahead of themselves. — 

The prospect of some sort of political reunification is admittedly 

à great deal more likely now. But integration of the two German 

economies will take some time. And fusion of the West and East 

aerman currencies into a single unit presupposes a much closer 
alignment of monetary and fiscal policies than is currently possible. 

. Once the markets digest these realities, the enthusiasm (not 
least among Japanese investors) for West German stocks and the 
capital inflows (nearly US$20 billion in the final quarter of 1989) this 
has induced will abate. West German equity prices and the 
Deutschemark will decline accordingly. 

This is not to say that West Germany will not benefit from the 
. closer ties both with its eastern half and with German-speaking en- 


claves in central ый countries, The impact will be something | 
like that of Hongkong’s economic integration with neighbouring 
Guangdong province — a source of labour to maintain high pro- 
duction and low inflation levels — though with the attendant evils 
of having to coexist with a centralised bureaucracy. 

But if West German equities — whose average price-earn- 
ings ratio has almost doubled to about 20 in the past year — fall 
back once it becomes obvious that the earnings stream cannot keep 
pace with market euphoria, the prospects for West German bonds 
look rather better. 

With the factors. mentioned (plus the strong Deuitschemnark) 
tending to dampen inflation, the West German: Bundesbank 
should not have to raise interest rates much further i in support of 
its avowed intention to keep prices stable. - 

Deutschemark bonds can take comfort from this and from the 
fact that their yield remains above that even in Tapan. The question 


Savings and loan fiasco yields property for sale 


` America up for auc 


By Jonathan Burton in New York 





NVESTORS LOOKING TO BUY US 
: real estate that the federal gov- 
‘ernment has acquired from 
. troubled savings and loan as- 










-given the number of properties in- 
volved. Officials of the Resolution 
Trust Corp. (RTC), formed last year 
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For investors interested in deal- 
ing with the federal government's 
newly acquired real estate empire, 
the procedure is not unlike buying 
any other property in the US apart 
from a few noteworthy differences 
— the main one being that the RTC is 
uncertain about what exactly it owns 
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_to sell insolvent savings and loans 
_ firms and their assets, are ready to 
_deal on thousands of properties — 
ranging from motels to mortuaries 
_— scattered across the country. 

_ The continuing savings and 
loan crisis offers other opportuni- 
ties, Those uncomfortable or un- 
familiar with distressed real es- 
_ tate can buy stock in healthy savings 
and loans and strong commercial 
banks. These companies may profit 
from a more stable savings environ- 
ment and by providing advisory 
vices to the RTC, according to a 
sent study by Moody's Invest- 
rs Service, the US credit rating 
gency Other likely benefici- 
, the report added, are Wall 
et fims — many with their 

















Los Angeles 
: San Francisco. анаар 


Allania 

Miami —— 

National Average ~~ 
Старо - 

Long island 

Boston TA d 
Washington D.G == = 


a e a aa ROR NCA AE Es 


Sasinai ЛЛ. 





ов Caldwell Banker Come 


AR EASTERN ECONOMIC REVIEV 


331ANHVO — 


and how to sell it. However, staff 
is now being hired and a policy 
worked out for them and both 
should be in place by summer. This 
infuriates some critics, who. charge 
the RTC with sluggishness and 
say buying real estate from the 
federal authorities is ап unneces- 
sarily cumbersome process when 
quick sales would reduce the gov- 
emments high carrying costs. 
Others contend the -agency is 
doing its. best under difficult cir- 
cumstances. 

Nevertheless, it is haid at present 
to gauge whose position is more 
precarious — buyers who must sift 
through a giant real estate grab-bag, 
or government officials who must 
peddle it to sceptical buyers, brokers - 
and lawmakers. This confusion. 





is less surprising when the sheer 
| size of the government's task is put 
i into perspective. The bail-out e the 
































































ты» will favour the yen. 








- ~ - certainly vis-à-vis the Deutschemark. 


v The fundamental state of the markets remains one of nervous- 
ce ness, disguised by a euphoria towards events in Eastern Europe — 

. . a reaction which is in itself a happy retreat from reality. The busi- 
^ ness cycle is at a very mature phase, and so are bull markets in 
D ‘equities. Inflation is perceived to be waiting in the wings. 

` — The gold price remains torn between inflation fears and the con- 
- tinuation of high real interest rates in most major markets. It is 


savings and loans has forced the federal 
authorities to attempt to sell roughly 
US$100 billion worth of shopping malls, 
houses, condominiums, vacant land, apart- 
ment complexes and marinas — many in 
disrepair, incomplete, isolated, or a combi- 
nation of each. 

Federal officials are also purveyors of a 
dozen golf courses, several restaurants, half 
a dozen churches and a mortuary. This ec- 
lectic catalogue represents the real estate as- 
sets of more than 300 savings and loans 
now in federal hands, and everything must 
go. 

Potential buyers, therefore, should 
judge the appraised value of a property and 
remember that the government wants a 
fast, but fair, sale. For example, while there 
are ocean-front condominiums for sale, they 
are not going to be sold for a mere 10 cents 
on the dollar. In addition, regulators in the 
economically depressed states of Texas, 
Oklahoma, Louisiana, Arkansas, Colorado 
and New Mexico must, by law, obtain at 
least 95% of the appraisal price. 

The first step for interested bidders is to 
order the government catalogue that lists 

more than 30,000 available properties — or 
at least real estate the government believes 
is available. In some cases, law suits have 
prevented regulators from assuming clear 
title. The catalogue outlines about US$15 
billion in property that the government ac- 
quired before 30 September 1989. Lists will 
be updated every six months, and there are 
plans for computer owners to be able to ac- 
cess a real-estate database divided by re- 
gion and type. 

However, the catalogue is just a preview 


с, of coming attractions and does not include 









ie р roperties in savings and loans seized since 
hen, nor thousands of properties mired in 
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1 is after all projected to remain the fastest-growing econ- 
thin the OECD in 1990 and that is being achieved on the back — 
icteristically low inflation levels. With the election out of the — 
00, , Japan. ‘will have more freedom to raise interest rates to 
any unt адзе demand pressures. The уеп Gould: stren 


= | ee key ве the dollar dedine further relative to the 
schemark. There should be à recovery later in the year though 
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foreclosure actions. RTC officials say the 
agency will control US$180 billion in real es- 
tate within several years. 

Once buyers find prospective sites, they 
should approach a local broker or the gov- 
ernment manager at the insolvent savings 
and loan involved. The RTC's catalogue pro- 
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likely to take comfort though from ле fact th 
firm and should average US$16-17 a barrel duri 
This means more to the gold pri 
metal prices have been on a downward tr 
prospect of reduced Soviet sales of gol 
ward price pressure caused by so-called g 
also suggest further strength for gold. — 


vides contact names. and. кер 
bers. An important reminder for any lov 
cost buyer is that charities and public ag a 
cies get the first chance to bid on proper! 
valued at less than US$67,000, though th 
final regulations governing these sales = 
rot yet been determined. 
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Profits from debt 


By James Bartholomew 


ERRILL LYNCH HAS LAUNCHED à new 

fund investing in bonds issued by 

countries which have trouble pay- 
ing their debts. The Sovereign High Yield 
Investment Co. fund buys bonds issued by 
the likes of Argentina, Brazil, Mexico, Vene- 
zuela and the Philippines. 

While the price of these bonds are de- 
pressed, the yields are a high 13% or so, 
even after management fees. This is much 
higher than the yield on US Treasury Bills, 
which is about 8.3% depending on the 
maturity, or moderate quality triple B rating 
US corporate bonds, which yield about 
1.7% more than T-bills. 

Does the extra yield from Latin America 
compensate for the extra risk? Clearly it de- 
pends on how one evaluates the risk. For 
those whose knowledge of Latin America is 
limited to reading a few headlines about 
debt rescheduling, the risk will seem far too 
great, though it is actually much smaller 
than such reports suggest. 

The main reason is technical. The Latin 
American debt in which the fund will 


find, it has to either pay 
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mostly invest consists primarily of bea 
bonds. Despite these countries’ desper: 
problems, interest payments on. these 
bonds continue to be paid as the conse- 
quences of not doing so would be out of Р ۲ 
portion to the cost. : 
The fact the bonds tend to be Бене. 
struments means that when а count 
wants to reschedule its debts, it is impos 
ble to reach the bondholders as it does. 
know who they are. Since the countr 
not reach agreement with peop 


fault. Any default, however, bite 
ously compromise the government's S: 
to re-enter the bond market in order tc 
more money — and risk losing one of 
few ways in which these countries i 
fresh funds without paying a и 
high rate of interest. о 

In addition, there would = at 
bad publicity, and the possibili 
Belgian dentist — the all-purp 
investor in this type of bond — . 
the government or attempt to seq 

















efaulted оп 
rgentina and the others have, according 
Merrill Lynch, kept on paying. What is 
ore, these countries are probably going to 
d it easier to pay in the future. Their 
'onomies have been squeezed at the insis- 
tence of their major creditors, and as a re- 
sult: most of them have greatly improved 
their trading position. 

_ It is significant that the main buyers of 
this fund are Latin Americans themselves 
people who are close to the scene yet still 
remain positive about it. Asian investors, 
| the other hand, who generally know lit- 
e of Latin America and the technicalities of 
its debt servicing, have been cautious. This 
_ wariness may also be tempered by the is- 
. sues’ lack of potential for realising high 
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this sort of debt. Brazil, | 


















gains, as most of the bonds are short or 
medium term, so even if yields fall capital 
gains will remain modest. 

Merrill Lynch makes a market in the 
shares and will deal in blocks as small 





FUTURES 








_ By David Halpert in Hongkong 
ОЛЕ T TOOK ONLY 30 MINUTES of trading for 
the new Hongkong dollar interest rate 
— JA. futures contract, launched on 7 Feb- 
.ruary, to be confirmed as the territory’s 
. most popular futures product. But, though 
Ње HK$1 million (US$128,000) contract size 
. makes them accessible to the individual in- 
. vestor, these futures are really designed for 
. the big boys, and small investors should 
` treat them with caution. 

. Based on three-month Hibor (Hong- 
_ kong interbank offered rate) and modelled 
|. on Eurodollar futures contracts traded in 
. Singapore and Chicago, the HK$1 million 
- contracts are being offered for delivery in 
March, June, September and December 
- Over a two-year period. 

... Hongkong interest rates have a greater 
. volatility than might be expected from a 
_ currency pegged to the US dollar — which 
makes the futures good news for those 
wanting to hedge interest rate exposure, 
- but also could be unusually volatile. 

In. general, Hongkong interest rates 
10ve in tandem with US rates. But when, 
ay, in times of political crisis or trade fric- 
оп, the peg comes under pressure, in- 
rest rates are used to maintain the link. 
In the past six years, Hongkong rates 
ave moved as high as 40% (October 1983) 
1d as low as 0% (early 1987). Negative in- 
erest rates — charging depositors for the 
vilege of banking their cash — have even 
considered. 

wo queries hang over the contract. The 
olves the history of futures in Hong- 
The Hongkong Futures Exchange 


























or's new future 


(HKFE) has been overhauled since its notori- 
ous closure during the crash of October 
1987. Capital requirements for members 
have been increased and stricter margining 
policies adopted. 

In view of the billions lost in defaults in 
1987 potential investors may, or may not, 
feel comforted by HKFE's HK$200 million re- 
serve fund. But exchange officials can point 
out that the exchange survived the 4 June 
Tiananmen crisis and the mini-crash of Oc- 
tober 1989 without defaults. 

The second query involves the possibil- 
ity of manipulation. Many of Hongkong’s 
largest banks have expressed great interest 
in the Hibor futures, some becoming mem- 
bers of the HKFE in order to deal in the con- 
tracts. These banks also belong to the cartel 


Hibor's volatility 
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Despite its manifest problems, the Philippines is attracting investment in government bonds. 










Hongkong interbank 3-month offer rate and 3-month Euradoliar rate 
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as 500, currently worth about US$10,000. 
The latest net asset value per share is 
US$18.64 and dealing prices are current- 
ly US$20.10 to buy and US$19.60 to 
sell. и 


of Hongkong banks which, in the absence 
of a central bank for the territory, set the 
Hibor rate every day. 

The investor in a contract would gain or 
lose HK$25 per contract for each basis point 
movement of the Hibor rate. The maximum 
daily movement for the futures contract 
price is 125 basis points, or HK$3,125. Brok- 
ers’ commissions come to HK$50 per con- 
tract per side (HK$30 per side if the contract 
is bought and sold again the same day), 
plus a 50 HK cent contribution per con- 
tract per side to a compensation fund. A 
HK$2.50 levy per contract per side will also 
go to the watchdog Securities and Futures 
Commission after the first six months of 
trading. 

The Hibor rate fell 50 basis points be- 
tween August 1989 and January 1990. If a 
hypothetical investor had taken a short 
contract in August to sell six months later 
at 8.94%, he would by now have made a 
profit of HK$1,250, less commission and 
levies. If the investor had agreed to deliver 
in six months time at 8.94%, he would have 
lost the same amount. ш 
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THAI FUNDS 
> 


_ By Paul Handley in Bangkok 


| О MATTER HOW INCOMPETENTLY fund 
а managers invested their clients’ 
y money, it was nearly impossible to 
lose on the Securities Exchange of Thailand 
(SET) last year. The market index rose 
| 127.3%, with scores of shares doubling and 
- tripling their value. Understandably, then, 
“both local baht-denominated funds and for- 
eign funds dedicated to the Thai market, 
_ gave their subscribers great returns. 
- On a straightforward net asset value 
(NAV) basis, only two of the foreign funds 
.— Fidelity International's Thailand Inter- 
national Fund (TIF) and Lloyds Investment 
Managers’ Thai-Euro Fund (ТЕЕ) — beat the 
index over the January-December period. 
ПЕ grew 128.6% and ТЕЕ 128.5% — just 
slightly ahead of the sET. 

That the others for the most part slightly 
underperformed the index is understanda- 
ble — the market's sharp climb in the last 
_ Six weeks of the year would have made any- 








INFLATION 


Pressure buildup 


By Anthony Rowley 


OND AND EQUITY MARKETS are in the 
| grip of an inflation psychology 
° which quickly overtuned New Year 
optimism and which has since led to sharp 
falls in prices around the world. Are the 
fears justified? 

At first sight the answer appears to be 
no, though even economists at the OECD 
admit to being unsure about the future 
course of costs and prices. Investors who 
are currently taking flight from equities and 
taking refuge in cash or gold — instead of 
traditional hedges such as the US Treasury 
market — clearly believe that there are 
some major uncertainties ahead. 

Consumer prices have been rising stead- 
ily in the G-7 group of major industrial na- 
tions over the past four years, even if cur- 
rent rates are not high by historical stand- 
ards. In the 24 countries of the OECD as a 
whole, inflation is gaining ground some- 
what more rapidly. 

The question is, where does it go from 
here? The latest monthly figure for con- 
sumer prices published by the OECD shows 
that the average rate of inflation actually fell 
in December 1989 — to 0.15% compared 
with 0.6% in November. 

. But this was simply a downward blip as 
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Their brilliant career 





one cautious, and the sharp fall in early Feb- 
ruary went some way to vindicating fund 
managers’ nervous disposition. Some funds 
also kept liquid to take advantage of the 
avalanche of new scrip that hit the market. 

Of the nine foreign funds which traded 
the full year, six are invested through the 
semi-governmental Mutual Fund Co. (MFC) 
which has a monopoly on local fund man- 
agement. Investing through MFC gives six 
funds, as well as two more launched in 
November 1989, access to buying locally 
registered stock. The other three can buy 
only foreign-owned shares — and pay 
“alien board” premiums for them. 

MFC provides research, advice and lines 
of stock for the funds it handles. But invest- 
ment decisions usually remain in the hands 
of the foreign managers. 

High-performers TEF and TIF are both in- 
vested through МЕС. Of the other four MFC- 
aided foreign funds, Morgan Stanley's Thai 





the residual impact of recent falls in energy 
and food prices showed through and as the 
effects of indirect tax changes in West Ger- 
many were felt. 

One key to where inflation is going lies 
in the OECD's forecast that average GDP 
growth in its member countries, which 
slowed from 4.5% in 1988 to 4% in the first 
half of 1989, will tend to become “very flat" 
and decline to an annualised rate of 2.8 — 
3% by the end of 1991. 

Thus, on what economists call the “de- 
mand-pull” side, inflationary pressures 
ought in theory to be easing. The OECD also 
thinks that inflationary pressures should 
moderate on the "cost-push" side of the 
picture, and that the Gpp-deflator (the 
broadest measure of inflation) should be 
rising by no more than 4.5% a year by the 
end of 1991. 

АЙ this would be consistent with main- 
taining unemployment levels at around the 
6% current average for 16 major OECD na- 
tions. However, unemployment is still 
tending downwards in places such as Bri- 
tain and Australia and some part of conti- 
nental Europe. This suggests that demand 
and cost pressures are still strong. 

The danger is, as some OECD economists 
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Fund Inc. (TFI) rose 99.3% by year end on 
an NAV basis. But that figure does not take 
account of a US$2.45 per unit payout made 
in mid-December comprising dividends, 
interest acumulated, and some capital 
gains — all of which cut back the year- 
end МАУ figure. Including that entire pay- 
ment, TH would have registered 12596 
growth. 

After dividends were stripped out, too, 
Nikko International Capital Management's 
Thailand Growth Fund gained 106.3% over 
the year. MFC's oldest fund, Morgan Stan- 
ley's Thailand Fund, made 112.696 over the 
year, while Nomura Capital Management's 
Thai Prime Fund (ТРЕ) limped in last, with 
gains of only 101.6%. TPF grew by a very 
poor 34.4% in the first half, against the SET's 
57.6%, but in the second half it scored a 
50% increase — beating the SET and most of 
the others. 

Of the non-MFC funds, last year's top 
performer, and the oldest fund in the mar- 
ket, the Merrill Lynch Bangkok Fund ad- 
vised locally by Bangkok First Investment 
and Trust, rose 122% after dividends 
were stripped out, and thus underper- 
formed the market. The Siam Fund of 
Indosuez Asia, advised locally by Asia 
Securities was last year's second-best per- 


admit, that at this late stage in the business 
cycle there could be a shift in income shares 
which would produce cost-push pressures 
on wages and costs. 

In other words, there is always a lag be- 
tween the time when economic prosperity 
shows through in higher corporate earn- 
ings and securities prices — evident for sev- 
eral years now — and higher wages. 

Wage pressures are by no means serious 
throughout the OECD as a whole yet, 
though in Britain and Australia there is 
fairly generalised upward pressure while in 
the US certain sub-sectors such as services 
are also feeling distinct upward pressure on 
wages. 
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| relatively liquid late in 
the year. 
с Unit holders in the last fund, Yamaichi's 
. Thai Investment Fund, should be scream- 
. ing. Against the sET's 127% rise, the fund 
` chalked up only 51.1% — a lamentable 

achievement in this market. 

But NAV is not everythi 









ing, since the for- 
trade at a premium 


ularly traded at a discount to NAV, as did 
TIF, also listed in London. Singapore-listed 
Thai Prime Fund normally traded at a pre- 
mium. The Thailand Growth Fund is not 
listed. 

Of the others, the Bangkok Fund trades 
at a slight premium in London, and the 
Siam Fund at an even smaller premium. 
However, both carry hidden value since 
their foreign-registered shares, which trade 
on the alien board at up to 80% more than 
the local board price, are nevertheless as- 
sessed for NAV at the local board price. 
"Alien board premiums fluctuate sharply, 


The other factor in the inflation equation 
is commodity prices. Food and energy 
prices aside, non-oil commodity prices 
have been remarkably stable for some time. 
(The OECD is, however, somewhat suspi- 
cious of the flat trend shown by various in- 
dices and is investigating more closely.) 

What the OECD is prepared to say is that 
it does not expect oil prices to add signifi- 
cantly to inflation in the near future, despite 
the upward spike which helped push US 
consumer prices up by 1.0% in January. 
Likewise the relieving of drought condi- 
tions in food prices. 

The intelligent investor must make of all 
this what he will. Meanwhile, the accepted 
wisdom in the market is that inflation is 
trending inexorably upwards and that this 
in turn points to the continuance of tight 
monetary policies and high interest rates. 

The result has been a rise in bond yields 
to the point where real yields around the 
world now average about 4%, which is 
high by historical standards. 

This in turn suggests that bonds will be 
back in demand once it becomes apparent 
that OECD inflation in 1990 will not be much 
different from the level in 1989. The possi- 
ble exception is in Japan where there is in- 
creasing concern over asset prices in gen- 
eral. 

The news is not so good for equities. 
Those very trends which could nip infla- 

` tionary pressures in the bud — notably fall- 
: ing demand and thus less buoyant cor- 
>o porate earnings (not to mention higher 


wages) — will militate against any sus- 


20.1% over January- 
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making alien shares difficult to value — but 
they will necessarily be higher, as long as 
scrip is in short supply. 

MEC’s five local baht-denominated funds 
are managed very conservatively, with little 
trading and widely diversified portfolios. 
They usually cross the market at discounts 
to NAV, though there was a period in the 


tained recovery in share prices. The yield 

p vis-à-vis bonds will narrow. 

Gold, which has been doing its own 
thing for the past few weeks, is likely to 
continue climbing while the markets assess 
the inflationary picture. It could well reach 
US$460 an oz before consolidating again 
around the US$420 market, some analysts 
think. 

If the markets do decide that inflation 
fears have been overdone, there could be a 
sell-off in the gold market around the end 
of the first quarter of this year — and bond 
markets generally should begin to recover. 

There are some notable caveats against 
these neat theories however. Quite apart 
from uncertainty over what will be the ac- 
tual outcome on inflation, Japanese invest- 
ors appear to be getting increasingly shy of 
dollar assets and the US Treasury market 
might remain flat despite any easing in 
monetary policy. 

The main beneficiary, apart from the 
Tokyo market itsel£, would be European 
markets — especially the West German 
equity market — which Japanese investors 
have been pouring into in recent weeks. 

The Japanese may start buying 
Deutschemark, guilder, French franc and 
even sterling bonds with equal enthusiasm 
if the inflation threat subsides. 

The other question is Soviet intervention 
in its southern republics. So far this has 
helped gold in the main (though just why 
is not clear given that the Moscow might be 
forced to sell gold if real problems affecting 
its economy arose). п 
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closely to the SET in 
fund rose 128%; S 














ted trading only in August. 


than the market's 40% rise over the perioc 
but roughly in line with the other 

Three more international funds were 
started in November. Both Elders Finan 
gkong and Australialisted Thai As 
Fund, and Scimitar Asset Management 
Hongkong-isted Thai Asia Fund, are it 
vested through the MFC. o 

The third fund, Royal Trust Asset 

agement's Siam Smaller Companies 
is traded in London and invests dire 
the SET, rather than through МЕС. It is t 





funds in 1990 through МЕС. 
Spoilt for 


choice 


By N. Balakrishnan 





Malaysian shares can now choose 
whether to buy them on the Kuala 
Lumpur Stock Exchange (KLSE) or at 
Computerised Limit Order Book (CLOB) | 
ternational, the over-the-counter marke 
in Malaysian stocks that has been opera 
in Singapore since the beginning of 
year. | CASES 
While two exchanges provide more o 
tions for investors, the broader choice has 
also created new factors that complicate 
previously straightforward decision. I 
sence, the choice of exchange дере 
the amount of money to be investe 
the location of the investor. — 
The commission rate in Kuala Lum 
is still fixed at 196, regardless of the {гат 
tion amount, whereas in Singapore it i 
duced to 0.7596 for amounts of mor 
$$250,000 (US$134,400) and is cut | 
further 0.2596 for amounts in excess 
S$500,000. The minimum commission 
is 0.5%, though between institutions 
rate is negotiable. While this may make 
gapore look like a cheaper place to 
Malaysian stocks than Kuala Lumpt 








sia, the world’s most 

L X. dynamic market place, 
is home to more than half of 
mankind. Every day events occur 
here which not only shape the 
destinies of its more than 4 billion 
people but affect the entire world 
as well. 
-. The Asia 1990 Yearbook does 
more than just cover these events 
(doo it compiles, analyses and 
| interprets them for the reader. No 
| business executive or scholar can 
| afford to miss it. 
. Decide for yourself whether 
any other single medium puts the 
| social, political and economic 
| realities of Asia at your fingertips 
_ as does the 248-page Asia 

Yearbook. 
















SOME OF THE FEATURES 

| . YOU'LL FIND... 

|. The Asia 1990 Yearbook covers the 

|. year's most important events in Asia. 

|. You will find chapters and features , 

| such as: An Overview of the Year; 

| Population & Food; Development 
. Banks; Asian Finance; Asian 

| Investment; Commodities; Energy; 

| Aviation; Shipping; Fishing; Trade & 

| Aid; Asia-Pacific Organisations; and 

|. much more. 

|=. The Asia 1990 Yearbook has an 

| abundance of photos and charts, 

|. tables and graphics to illustrate the 

| material. 

|." The main body of the book 

|. contains chapters on 31 countries, 

| ranging from Afghanistan to 

| Vietnam, from the vastness of China 















and India to the minute specks of the 
Maldives and Pacific Islands. 


NOW IN ITS 31ST YEAR... 
Matching the rapid pace of Asian 
development the Asia Yearbook 
provides detail and insight. It’s a 
book for everyone who needs to 
know about Asia. Now in its 31st 
year, the Asia 1990 Yearbook is more 
thorough and comprehensive than 
ever. 


COUNTRY-BY-COUNTRY 

ANALYSIS ... 

Each country is discussed with up-to- 
date reviews of its Politics and Social 
Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a 
map, a potted history and a govern- 
ment list. The Asia 1990 Yearbook 
gives you first-hand information on 
everything from trade patterns 

and population trends to foreign 
investment and social and cultural 
developments. Each country chapter 
has a Databox full of essential vital 
statistics. 


HOW IT IS DONE... 

Published by the Far Eastern 
Economic Review, the Asia 1990 
Yearbook is the result of thousands 
of hours of work during the vear. 
Every week, the Review's corre- 
spondents file on-the-spot reports 
from major Asian capitals and other 
areas of interest throughout the 
world. This leading team of writers, 
analysts, experts and research staff 
keep the Asia 1990 Yearbook on top 
of events. To give you Asia minus the 
mystery, minus the myth. To give 
you Asia as only the Far Eastern 
Economic Review can. Order your 
copy today. 


To: Publications Division, Review Publishing Company Ltd., G.P.O. Box 160, Hong Kong 


Please rush me copy/copies of the Asia 1990 Yearbook. 
LJ 1 enclose a cheque/postal order for — 
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t Mi ay: sian brokers give rebates 
clients, and an ir аи of be- 

$250,000 and $$500,000 is consi- 
(deed inis in v Maley, 80 the payable 
: a A be lower in 



















trict. controls on. “the amount of rebates 
by brokers in Malaysia, in contrast 
ingapore's scrupulous auditing aimed 
eterring | brokers from undercutting 
mmission rates. In Malaysia, the rule of 
humb is that the smaller the broker, the 
bigger the rebate. 

|^ However, while they may give bh re- 
_ bates, Malaysian brokers may not be able to 
_ buy and keep the stock, because they are 
- less well capitalised. In addition, given that 











laysia is a large country with some brok- 
 vestor should consider is that the KLSE has 


i ers scattered among small towns far from 


s not great. 1645 no: Kuala Lumpur, taking physical ‘delivery of 





scrip in time to meet settlement require- 
ments can also become a problem, unlike in 
the compact city state of Singapore. 

There is also the currency factor to con- 
sider. Since December 1989 the Singapore 
dollar has been appreciating against the US 
and Malaysian dollars, as well as most 
other major currencies. The investor, there- 
fore, who paid Singapore dollars for Malay- 
sian stocks and sold now, would reap a 
currency gain, whereas there would be a 
currency loss were the shares bought with 
Malaysian dollars. 

However, this factor should not be 
exaggerated. The Malaysian dollar is un- 
likely to continue weakening and the Singa- 
pore dollar, which normally tracks the US 
unit, has probably seen its best gains. 

The other major factor that the small in- 
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Ву Review Correspondents 


ITH SOARING TRANSACTIONS tax- 

ing the Kuala Lumpur Stock 

Exchange's (KLSE) computerised 
trading system net following the split with 
Singapore, the likelihood of pandemonium 
and the opportunity for profits in Malay- 
sian investments seems unmatched, 

What risks there are — from Wall Street 
or Tokyo's bearish swings to bungled trans- 
actions on the КЇ$Е$ scrip-encumbered 
trading system — are partially mitigated by 
the bright outlook for Malaysia's economy 
in 1990. Corporate earnings are forecast to 
rise 20-30%, while foreign investment in 

` the manufacturing sector is booming. 

But Malaysia's booming property mar- 
ket offers as slippery a foothold as ever to 
foreign investors due to a dearth of success- 
ful property companies in which to invest, 
while commodities-linked investments such 

. as plantations will continue to depend 
-von the vagaries of global markets in tin, 
rubber and palm oil. 

Flush with cash from Japan and Taiwan 
as well as from punters and institutions 
returning to the market after the Chinese 
New Year break, the KLSE has embarked on 
a winning streak. 

А new stable of Malaysia-oriented coun- 
try funds is also being groomed for the new 
year, while those with proven track records 

.. expect to closely track the market and cor- 
^. porate earnings growth in 1990, after 1989's 
. stellar performance. 

. There are now four international 
“dosed-end” country funds in Malaysia 
open to foreign investors: the London- 
listed Malacca Fund Ju РУ! Indosuez 















A winning streak 





Asia Investment Services, which also caters 
for Indonesian investment, two New York- 
listed “Malaysia Funds” each maintained 
by Merrill Lynch and Morgan Stanley and 


Daiwa Securities’ recently christened 
Malaysia Equity Fund, which plans a Lon- 
don listing by mid-March. 


Morgan Stanley's Malaysia Fund — one 
of the New York Stock Exchange's top 10 
performers in 1989 — is cautiously optimis- 
tic it can match the market's progress in 
1990. Fund shares, offered at US$12 in May 
1987, soared 150% last year, reaching 
US$22.50 in early January, for a 58.7% pre- 
mium above its net asset value of US$14.18. 

Daiwa Securities’ entry is the first exclu- 
sively Malaysian country fund since the 
KLSE’s split with Singapore. The US$75 mil- 
lion closed-end fund is incorporated in the 
Cayman Islands and aims to invest in listed 
and unlisted small and medium-sized 
Malaysian companies. 

The fund's co-investment managers, 
Daiwa International Capital Management 
(HK) and Bumiputra Merchant Bankers, 
say initial response to the offering, espe- 
cially among Europeans, is enthusiastic. 
The fund opened between 19-30 January 
and was oversubscribed by more than 
US$100 million. 

Some fret about the KLSE’s speculative 
streak since the break with Singapore and 
the impact of Malaysia’s coming general 
elections. But such factors are not expected 
to seriously dampen prospects for foreign 
investors this year. 

Manufacturing stocks are again ex- 
pected to provide the tinder for market ral- 
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in CLOB rend Mom : 
than their Malaysian counterparts. 


lies. Although the market for electn 
textiles and others could soften due 
slowdown in OECD countries, growth will 
continue overall. : 
Manufacturing, which has already : 
stripped petroleum as Malaysia's top 1 
enue earner is expected to expand 10.59 
1990, with electronics, food and bevera 
steel, cement, tiles and construction i 
benefiting from strong earnings gro 
“һе construction industry is forec 
grow 11% in 1990 compared to 8. ‚5% it 
as the receding effects of the 1986-87 r 
cession stir a number of major highw 
water and refinery projects to life. 
Property unit trusts continue to. patrol 
the market for attractive buys, but are still 
daunted by the relatively illiquid market 
and a dearth of attractive parcels for sale ex- 
cept at high premiums, thus lowering, me 
rate of return to investors. cem 
Plans for two new trusts by Bank 
Bumiputra and Permodalan Nasional BI 
are still under wraps, due to the sque 
solid buys, leaving First Malaysian 
Trust and Arab-Malaysian First 
Trust the only listings available 
investors. D 
Property development and i inv 
by Malaysian companies, on th 
hand, is seen as bullish as ever 
1991, according to Knight F 
ternational, as easier func 
groundbreaking. orta new а 
headquarters. At end 198 
Kuala Lumpur's top 30 com 
ings disclosed only 500,000 f£ of va 
out of a total of 8.6 million fe. — 
Residential property also cont 
boom, with prime condominiut 
surging over 25% over the past 12- 
Prime office development space is 
M$375-450 a ft? pegged to net saleabl 
while retail footage runs between 
800, rebounding towards highs n 
prior to the 1986-87 recession. E 




















Stockmarket, bond and currency trends КАИРУ 
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у Jonathan Friedland in Kuala Lumpur 


ssociates of Quek Leng Chan joke 
2 А . that the driving force behind 
£M Malaysia's Hong Leong Group 
- MÀ. was born in the year of the goat. 
at creature is sure-footed, outwardly un- 
uming and stubborn. So, they say, is 
ek in the calculated, secretive and 
_tough-minded way that he directs his fast- 
growing conglomerate. 
. Thwarted in a controversial bid last year 
y take control of Multi-Pur- 
pose Holdings and recover- 
1g from major surgery, the 
9-year-old Quek has re- 
1irned to the acquisition trail 
. with a vengeance. In the 
. past six months, his com- 
- panies have assumed con- 
. trol of two listed concerns, 
Bedford Plantations апа 
| air conditioner-maker OYL 
. Industries. A third count- 
ег, ailing property con- 
. cem Malaysian Resources 
_ Corp. also appears to be 
в into Hong Leong’s 
c ~ Quek's four listed flagship companies — 
Hoe Leong Credit, Hong Leong Indus- 
tries, Hume Industries and Malaysian 
_ Pacific Industries — are also expanding. 
| ong Leong Credit is a financial-services 








T he trouble with. I wek 


Qu ек. ۰ Leng Chan's improved ties t0 Umno has a poignant : 
acd in 1 the troubles that his unde Kwek Ma ве faces їп 
The 78 ear-old Kwek has. : e ар ely т 








Quek: ge 


concern, while the other three companies 
concentrate on manufacturing. Hume In- 
dustries is the largest construction-materials 
manufacturer in Malaysia. Hong Leong In- 
dustries manufactures and trades in cera- 
mic tiles, building materials and assembles 
Yamaha motorcycles. Malaysian Pacific 
makes paper and plastic packaging and is a 
growing force in Malaysia's semiconductor 


industry. 


Each of these companies except Hong 
Leong Credit, which only now appears to be 
getting set for a major ac- 
quisition, has spent heavily 
on upgrading production 
capacity in anticipation. of 
Malaysia's economic recov- 
ery. With profits surging 
ahead, Quek has set a target 
that each company be as 
large as the present-day 
group by 1993, Hong 
Leong's 30th anniversary in 
Malaysia. 

In the fiscal year ended 
30 Tune 1989, Hong Leong 
public companies had aggre- 
gate revenue of M$810 mil- 
lion | (US$299.5 million), 
shareholders funds of M$796.9 million 
and an attributable profit of M$72.5 million. 
The market capitalisation of Hong Leong 
companies has almost doubled since that 
time to M$3.35 billion, reflecting a sharp in- 
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year or so after his Singapore relatives: were denied a ban 
cence for their оте Leong | Fi nance, he straine 


alaysian conglomerate returns to the acquisition tral 





crease in their share. prices and fund rais- 
ing ехегсіѕеѕ. 






lanky, € gar-smoking corporate 
chieftain has beer active internationally as 
well. During the. two-year recession in 
Malaysia that ended in 1987, he teamed up 
with the Kuwait Investment Office (KIO) to 
take over Dao Heng Bank in Hongkong 
from Grindlays Bank. In September 1989, 
Dao Heng Holdings acquired control of 
Hang Lung Bank in Hongkong at a pre- 
mium. price of HK$600 million. (US$76.9 
milion) giving Hong Leong the fifth- 
largest bank network in the territory with 
HK310 billion in assets. 


n November 1988, another Hong 

Leong-KiO vehicle, Hillandale Invest- 

ments, purchased Singapore-listed fi- 

nance company First Capital Corp. 
for 5$125 million (US$67.1 million). Two 
months ago, First Capital set up a joint-ven- 
ture investment-holding company with 
Lepanto Consolidated Mining Co. in the 
Philippines. Dao Heng Holdings already 
had a brokerage office there. 

Quek's determination to increase his 
group's size cannot be underestimated. His 
policy of employing gifted, hard-working 
executives as well as his ruthless approach 
to cost control served Hong Leong well 
during the Malaysian recession. Unlike 
other major companies, which were often 
fatally pinched between met interest 


also laid against Kwek. The case hes not yet gone ш tial 
While Kwek remains chairman of Hong Leong inre SUR | 
-Quek Leng Chan has always stressed his. inde rom 
the family’s Singapore interests. Indeec 
_ Chan applied to buy Dao Heng Bank in Hong! 






, when Quek Leng com 
kong in 1985a 
ed a banking l — 
ed the bounds of 














| Hong Leong’s gearing low. 
Despite three years of depressed profita- 
bility, Hong Leong is now in good financial 
shape. Earnings recovered in the past two 
fiscal years and are expected to surge on a 
group-wide basis in the current year. 

А timely series of rights issue and a 

flurry of inter-group asset sales, aimed both 
. at rationalising ownership structure and at 
| ighting share values, are 
‘reducing further the group's 
-debt and giving Quek a sub- 
` stantial war chest to fund his 
ambitious expansion plans. 
Close observers of Hong 
Leong say Quek will have 
amassed boi М$1 billion in 
internal resources and untap- 
ped credit lines by the end of 
` the group's current fiscal year. 

‘The money is being used to 

..Solidify the market position of 
each of Hong Leong's operat- 
ing companies and to allow 
the group to become a major 
player in the property market, 
a move signalled by the Oc- 
tober 1989 acquisition of Bed- 
ford, and the apparent move under way to 
assume control of Malaysian Resources. At 
the end of calendar 1988, Malaysian Re- 
sources had assets of M$367.6 million. The 
company has since sold two of its major 
properties and completed a debt-to-equity 
conversion that reduced its debt to M$94 
million. 

Hong Leong’s funding build-up no 
doubt portends more acquisition activity. 
The group has long been on the look out 
for a suitable bank in Malaysia to purchase 
as part of an effort to build up its Southeast 
Asian financial network. And as the 
aborted M$1.13 billion run at Multi-Pur- 
pose by Hume Industries showed, Quek is 






Despite public statements seeking 

groups, Hong Leong Co. (M) is controlled jointly by both the 

` Singapore and Malaysian branches of the Quek family, an ar- 
, rangement dating back to when Quek Leng Chan first arrived 
йа Kuala Lumpur in 1963 with a mandate to bolster business. 
‘The REVIEW understands that Kwek has frustrated efforts by 









‘Quek Leng Chan to assume р 





ely diminished cash flow, - 


to distance the two 





- and that relations between the two are respectful but strained. 

. Setting aside the legal problems facing Kwek, who has step- 
ped down from executive | positions in the group’s four listed 

е, | companies in favour of his son Kwek Leng Beng, the 

p _ businesses in the island-republic have done well recently. 


not afraid of focusing on a major conglo- 
merate, no matter how sickly the target. 
"Quek Leng Chan is trying to build up 
another Sime Darby," says Hugh Peyman, 
manager of Southeast Asian research of 
Merrill Lynch. "But unlike Sime, he's con- 
centrating on acquiring major companies. 
Quek likes to buy big businesses." 
Neither Quek nor his five Malaysian 
managing directors have indicated what 





Hong Leong’s next targets might be. Quek, 
who travels with a phalanx of Gurkha 
bodyguards and shuns the press, turned 
down a REVIEW request for an interview. 
Political constraints should not hamper 
Quek's exercise in empire building either. 
The Malaysian Chinese Association, а 
member of the ruling Barisan Nasional and 
the founder of Multi-Purpose, blocked 
Quek's efforts to take over the ailing but 
asset-rich group on the grounds that he 
was acting as a proxy for the United Malays 
National Organisation (Umno). While there 
was little evidence before of an alliance be- 
tween Umno-controlled companies and 
Hong Leong, it appears that Quek has en- 


it built up. 


its last fiscal year. In the last seven months of its fiscal | 

ended 30 June 1989, it had earnings of S$4.2 milli fr 
$$1 million during the entire previous year. Altho t 
pany's hostile bid for hotelier Apollo Enterprises made i 
junction. with a private Hong Leong company failed in. 
1989, the company no doubt did well c out tof hes chok 











































party interests. 

Late last year, Quek family holdi 
company Hong Leong Co. (M) and 
dustries, owners of a 71% stake in 
Industries, renounced ‘the Highs e entit 





company, Jaguh Mutia 
ee giving it a 26.1% sta’ 
dustries and re 
eee с, and 


holding company 
POE which 


Lebuhraya-Utara "Ue (Р US 
which is building Malaysia’ 
MS3.5 billion North-Sou 
Expressway. | 
The Hong Leong/FLS In 
dustries offering to Jaguh Mutiara was 
prompted by an award to Hume Industries 
of a M$500 million five-year construction 
materials contract by PLUS, which require 
that its contractors be 30%-owned b 
bumiputras, or indigenous Malaysians. 
deal appears to be a good one for both pa 
ties. Jaguh Mutiara bought the 56 millic 
shares at the rights price of M$1.80. At their 
early February peak, the shares were val- 
ued at M$4.90 each. Brokers expect the 
revenue from the PLUS contract, the larges 
granted by PLUS to a single company, will 
increase Hume Industries' pre-tax earnings 
to M$40 million in the current fiscal year 
from M$16 million a year earlier and 


The Kwek's two finance companies, Hor 
and Singapore Finance, are a H 
Leong Finance tallied a 35. 8% increase in 1 со 
half ended 31 December 1988, while Singapore Fin 
37.4% improvement in its net income. The Singa 





so in the pin 





ıı. Kwek-controlled_property-counter City Developments has 
[s profited from property price rises. Singapore's largest listed real 
estate concern posted a 31.6% increase in attributable after-tax 
UI рев ofit. Lin the second half of the year ended 30 June 1989 follow- 
jnga similarly strong performance in the previous year. 

/ King's Hotel, owner of an eponymous lodge, 

ol Inn, Orchid Hotel Penang and a Singapore 
opping centre, enjoyed a vastly improved. performance. in 
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have not had such great luck offshore. Mostly ; 
timing, underwriters ended Ыр, with a n 5 











їп Hongkong i in December 1989 ‚ Issued at: HK$ 
one warrant for every 10 shares, CDL. Hotels’ : 
since dropped to 80 HK cents. The compan 
stake in the Taipei Grand Hyatt, a + st | 
апа a share in Manila’s Regent Hotel. | 
















higher in the years immediately to come. 

Hong Leong’s moves on the property 
front also indicate a willingness to team up 
with politically well-connected bumiputra 
entrepreneurs. Although the shareholding 
registry of Malaysian Resources, which 
consists of a handful of attractive industrial 
properties, indicates no change in owner- 
ship, Hong Leong Credit managing direc- 
tor James Lim Cheng Poh was recently ap- 
pointed a board member. 

Wan Azmi Wan Hamzah, chairman of 
. General Lumber and a close associate of 
Finance Minister Datuk Paduka Daim 
Zainuddin, was appointed chairman of 
< Malaysian Resources at the same time. On 
9 February, Wan Azmi sold out his family’s 
9% shareholding in listed stockbrokerage 
Rashid Hussein Bhd with a market price of 
M$27.5 million, suggesting that he may 
be joining Quek for another takeover 
play. 
. The REVIEW understands that Malaysian 
Resources will be maintained as a separate 
property and investment-holding company 
from Bedford, which was acquired in a 
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family holding companies 


Hong Leong Co. (M) is majority 
owned through Hong Leong 
investment Holdings (5), 
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Hong Leong Holdings (My and 


| the Quek family directly 


share-for-property swap worth M$207.4 
million. Bedford will likely soon be re- 
named Hong Leong Land and is being 
touted by brokers as a “pure” property 
stock, one of only two Malaysian counters 
giving investors a means to benefit directly 
from Kuala Lumpur's booming property 
market. Heavy trading in Bedford's shares 
seems to reflect more than just excitement, 
even though the Bedford takeover has vet 
to receive formal approval of Malaysia's 
Capital Issues Committee. 


arket attention is turning to 
Hong Leong Credit, which 
has seen its balance-sheet 
strengthen substantially in re- 
cent months. In October 1989, the com- 
pany sold about M$123 million of property 
to Bedford in exchange for shares. On 16 
January, it announced the sale by two 
of its subsidiaries of a 21.05% stake in 
Malaysian Pacitic to Hong Leong Industries 
for M$107.6 million. Another 27.7% of 
Malaysian Pacifics equity was sold to 
Hong Leong Industries by Hong Leong Co. 
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at the same M$6.50 per-share price, a 10% 
discount to the market value of Malaysian 
Pacific shares at the time. 

These moves give the Quek family and 
its associates a big profit through the sale 
of M$141.75 million of Malaysian Pacific 
shares while at the same time allowing 
them to maintain control of the company. 
The exercise positions Hong Leong Credit 
for further expansion, particularly if a bank 
is what Quek has in mind. It also increases 
the attractiveness to investors of stolid tile 
and motorbike maker Hong Leong Indus- 
tries, which will now have a direct stake in 
the semiconductor business. 

Hong Leong Industries will tap Kuala 
Lumpur's bull equities market to pay for 
its purchase. It has proposed funding the 
48.75% shareholding in Malaysian Pacific 
from existing cash and from a proposed 
rights issue of M$140.3 million in unsec- 
ured loan notes with transferable subscrip- 
tion rights. Hong Leong says the transfer of 
Malaysian Pacific control as a group-ra- 
tionalisation exercise. 

While the avalanche of corporate asset 
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3,000 importers and exporters 
see us firs | 


Both at home and abroad, smart businessmen are discovering what the Taipei See us first, 
World Trade: Center can do for them. "ш 
TWIC houses the most extensive permanent product display under one 
roof in Asia-over 100000 import and export products in all. And our international ene 
trade shows set new standards for product exhibition more than 20 times à year — osos, Taiwan. qe oF China 
No wonder so many of the world's top traders come to TWTC to set business ™' (02372510. 
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below the market. 





сап be used to good 
don't alienate your investors,” says 
g Kooi Ong, a director at Morgan Gren- 
| Asia Securities. — 

Brokers note that there have been good 
ndamental reasons for the rapid appreci- 
of Hong Leong companies’ share 
сез in recent weeks. They confirm, too, 


at Quek, а. L EU 





1don-trained barrister, is a 


perator. X 

_ The Hong Leong Group has been keen 
_to get into the broking industry. For the 
. past four years, Hong Leong Credit has 
een awaiting approval to assume control 
_ of Zalik Securities, but until recently at least, 
Bank Negara, the central bank, has been 
unwilling to let finance companies buy 
_ Stockbroking businesses. Meanwhile, under 
Ње proprietorship of former Hong Leong 
Industries managing director Roger Tan Kim 
: Hock, Zalik has become one of Malaysia's 


COMMODITIES 


: By Charles Smith in Tokyo 





n attempt by Japan to be a little too 
clever has landed the central bank in 
. ЗА Tokyo with a huge hoard of counter- 
feit gold coins. Three years ago, a bright 
spark at the Finance Ministry came up with 
ingenious idea of killing two birds — the 
٠ country’ s budget and external de- 
ficits — with one stone. The plan 
| to cash in on Japan's collecting 
mania by issuing 15 million gold 
ins commemorating the 60th year 
f the late emperor Hirohito's reign. 
The scheme looked likely to 





ow it looks as sie idea may not | E 
been. so brilliant after alk, Eme E 


ey | will on the Kuala] a Stock Exchange 
Quek Leng Chan realises. the financial 
advantage if 


етсе · and. highly successful stockmarket 


Hong Leong Credit and Bedford, for in- 


stance, have substantially outpaced the 


local Business Times index since 1 January. 
Hong Leong Credit closed on 10 February 
at M$7.10 a share, up from less than M$4 at 
the end of 1989, 

Analysts say another reason why Quek 
has been able to regain such forceful ini- 
tiative in the wake of the Multi-Purpose dé- 


bácle is the the strength of his management 


team. Even though Quek controls his com- 
panies from the top and was recovering 
from surgery for a brain tumour last year, 
Hong Leong Group managing directors 
moved steadily ahead with expansion 
plans aimed at taking advantage of the up- 
turn in the Malaysian economy. 

Hong Leong Industries put into place a 
M$50 million programme in late 1988 to ex- 
pand its ceramic tile-making capacity to 
benefit from Malaysia's increased region- 
al cost-competitiveness. Analysts say the 
company is also looking to the Philippines 





F orgers try to cash in ort Japanese coin plan 


t face value 


forged emperor coins (albeit of real gold) 
that were deposited with it by dealers, who 
had apparently bought them in good faith 
from coin traders in Switzerland and Bri- 
tain. The 1,000 are believed to be part of a 
batch of more than 100,000 faked coins 
shipped to Japan over the past 18 months. 

If the bank is right, about ¥10 billion 








































































| е ja the company 
began a general offer for all OYL Industries 
shares, announcing it would keep the com- 
pany's listing and would expand the ac- 
tivities of the air conditioning and refrigera- 
tion specialist. 

Still cash rich after its "Multi-I 
takeover-related rights issue, Hume. Ена 
tries is also planning for ће time when рго- 
ceeds from the PLUS contract taper off. The 
company is taking a 70% stake in a M$75 
million joint-venture project with Marubeni 
Corp. of Japan to build Malaysia’s first fib- 
reboard plant. It has also announced an 80- 
20 joint venture with minority partner Pol- 
con Engineering of Italy to build a M$30 
million rubber-thread factory. These appear 
to be the first of several acquisitions by - 
Hume Industries aimed at making the com- 
pany a major force in Malaysia's wood- and 
rubber-based export industry. и 


worth of faked coins (valued at ¥4 billion іп 
terms of their gold content) may now be sit- 
ting in Japanese bank vaults. The coins - 
could be presented for redeeming into cash 
at any time, since the government s original 
promise to swap the 100,000 coins for an 
equal amount of cash still stands. The Bank 
of Japan has confirmed the redemption 
pledge, but a spokesman said that a check 
on the genuineness of thé coins might take 
“rather a long time." 

The temptation to forge the Hirohito 
coin must have been overwhelming, given 
the difference between face value and gold 
content. But Paul Davies, a British. coin 
dealer who supplied some of the suspect - 
coins, says he is convinced the coins 
are genuine. In a 40-hour interview 
with Japanese police, Davies said 
the coins were part of a batch of 
200,000 the Japanese Government 
had sold to a Middle East country in 
a secret deal in 1986. Davies claims 
the coins were certified ; genuine by - 
officials at the Finance Ministr A 
Osaka mint before the central bank E 
declared them forgeries. 

Tracking down the forgers (if 
апу) may prove difficult, given the. 
number of hands through which the 
coins seem to have passed before ar- 
riving in Japan. But the government 
has an even more difficult problem. 
It has to decide whether to go ahead _ 
with a plan, already announced, to 
issue 3.5 million coi o celebrate - 




























aiwan is mr to allow local invest- 
ors to dabble in commodity futures. 
2, But a draft law, drawn up by a 
А ‘cabinet committee after a brief but heated 
- debate, will limit them to a handful of soft 
. agricultural commodities like soyabeans 
and cotton. And they can deal only with fu- 
tures houses that actually clear the trades 
Оп overseas commodities exchanges. 
~~. As is usual in Taiwan, the draft law rep- 
resents a frantic attempt to catch up with al- 
ready established practices. Although only 
сопе firm, Merrill Lynch, is currently au- 
thorised to deal in soft commodities for 
hedging purposes, there are nearly 350 
futures houses doing business worth NT$5- 
15 billion (US$191.6-574.7 million) a day. 
They deal in gold, currencies and stock in- 
dices rather than agricultural produce. 
Only about 10% of Taiwan's futures 
firms actually execute their trades on estab- 
lished markets in Tokyo, Chicago and New 





York. The rest are bucket shops where in- 
vestors take a position on overseas com- 
modity futures prices but whose orders 
never actually leave the futures house. 
Punters effectively bet against the house, 
just like in a casino. 

Hefty as it is already, Taiwan's turnover 
in futures is dwarfed by the NT$100 billion- 
a-day volume of the wildly speculative local 
bourse. But futures traders in Taiwan are 
confident that, once the stockmarket bub- 
ble bursts, the island's cash-laden and 
gambling-addicted punters will turn to 
commodities in a big way. 

This will not be Taiwan’s first experience 
with commodity futures. Limited trade in 
various futures contracts by state-controlled 
banks had been permitted until a particu- 
larly large deal went sour in the early part 
of the 1980s. A furious Yu Kuo-hwa, then 
Central Bank of China head and later pre- 
mier, stepped in and banned the practice. 

At present levels of investment, local 
players could be a major force in the market 
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order coming, в. kno 
and they refuse to do b 
The trader expects 
shops to go out of bu 
draft law passes tt 
“Chinese love to. gam 
risk jail for it,” he say 


mo icio 
Still, Ae doubts th 
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for hedging agricultural comaiedities 
de from a few textile firms trying to lock 
ourable cotton prices, virtually all the 
on in agricultural futures has been 
ely speculative, industry observers re- 
t. Currency futures have more relevance 
‚ hedging instruments for a trading econ- 
omy, they add, while gold and stock indi- 
ces would be more attractive for specula- 
tion. 

. The debate in the cabinet committee 
‚ centred on the question of which contracts 
_ to include in the draft law. Finance Minister 
Shirley Kuo favoured inclusion of options 
contracts, while Economics Minister Chen 
_Li-an wanted to limit the roster to soft 
- commodity futures. Chen prevailed. 

Not that it would have mattered much, 
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anyway, according... to: the US-trained 
_ trader. “The only options that would make 
га difference here would be local stock op- 
. tions," he says, "and for that, the govern- 
ment is far from ready." 

< Meanwhile, curiosity continues to build 
ир among local investors about s 
‘All kinds of people get in on the act,” 
ites a foreign broker, one of scores thata are 
retained by local futures firms as window 
essing to underscore the exotic allure of 





f a quarter of a million NT dollars. 
Commodities are not the sort of thing 1 
id recommend to my mom,” the for- 
broker admits. “Back in the US, it’s re- 
ded as a pretty chancy type of invest- 
"nt. But that’s when your alternatives are 
lue-chip stocks, mutual funds, savings 
s and the like. — . 

“Here, though, you’ ve got to compare 
tures with the wild stockmarket. And, in 
it. context, we look pretty tame; а тисе 
and dive versifying eler 









their products. He adds: “My own favour- 
customer is the chewing gum vendor. 
the block who is into futures to the- 


--tailers. 








By Adam Schwarz i in n Jakarta 
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ndonesia's decision to swaddle its 
Ё furniture industry in highly 

protective fiscal padding — by heavily 
taxing sawn log exports — to divert timber 
from export markets to the domestic furni- 
ture industry, is squeezing the nation's 
2,700 sawmills and threatening both the na- 
tional trade figures and jobs on the outer is- 
lands. 

The new, and extraordinarily high, 
taxes, ranging from US$250-2,4400 a m? 
came into effect on 1 January. At these 
rates, even the lower end of the tax range 
more than doubles sawn timber export 
prices, so the regime effectively acts as a 
ban on exports. "We will lose overseas mar- 
kets for rough sawn timber," said Herman 
Haeruman, an economist with the national 
planning agency Bappenas, though he 
added that Indonesia would continue to 
sell specialty woods to niche markets 
abroad. 

The new policy has reignited a debate 
about wood products. Private economists 
complain that the measures reveal the in- 
fluence of private commercial interests over 
government forestry policy. The danger, 
they say, is that protected infant industries 
never grow up. 

But environmentalists and economic 
nationalists retort that if loggers are fiscally 
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eed into downstream industries, govern- 
ment revenues as well as the environment 
will eventually benefit. 

The taxes are only the latest move by the 
government to encourage sawmillers to 
process more of their wood in Indonesia: in 
1980 the export of logs was banned; in 1986 
the export of timber products made from 
certain wood species like remin and white 
meranti was prohibited; and in 1988 ex- 
ports of sawn. timber worth less than 
US$200 a m? were stopped. Certain types of 
sawn timber which are processed to some 
extent, like. finger jointed wood, door- 
frames, moulding and some furniture 
parts, are exempt from the latest tax. 

In the short term, the taxes will mean 
some mills will close. Indonesia produced 
about 9 million m? of sawn timber last year, 
some 30% of which was exported. 

If sawmills are the losers, the big win- 
ners should be the furniture and construc- 
tion industries; to a lesser extent, plywood 
mills will benefit thanks to reduced com- 
petition with sawmillers over the supply of : 
logs. ae 

The government clearly is pinning its E 
hopes on furniture. "The intent is to de- 
crease the volume of wood exported and 
increase the value," Haeruman said. 
Another government official said that re- 
cently approved investments would in- 
crease Indonesia's | total wood-working 


Indonesian retailers oppose entry of Japan store chain 


‚ NO go Sogo 


: By Michael Vatikiotis in Jakarta 
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| ` rash of nationalist sentiment has 
"m Д erupted in Jakarta over plans by the 


| Japanese department store chain 
Sogo to establish a toehold in Indonesia's 
still protected retail sector. Foreign invest- 
ors are barred from the retail sector, but the 
Sogo controversy has exposed latent pro- 
tectionist feelings which could slow the 
pace of economic deregulation and have an 
impact on the investment climate. 

Already established around the region, 
Sogo's entry into Indonesia is being re- 


l garded as a test case by other Japanese re- 
“Боро inability to come in on what- 






ever terms could affect the future of a 
number of large real estate developments, d 
says a го consultant in Jak 

| cuses. 5 to rent 17,000 








а boi: wd shopping complex dn "m 
central Jakarta scheduled for а нА 
later this year. Plaza Indonesia i is owned by 
1 of interests led by Bimantara 
Citra. Soares. at Bimantara confirmed that 
51175 failure to secure ап Operating licence 
would. eR a blow t the 

















































ES Mohamad “Bob” pn a powerful In- 
` donesian-Chinese businessman, is viewed 
as a principal architect of Indonesia's fores- 
.try policies. Hasan is chairman of, among 
; others, the associations grouping plywood 
¿mill operators, rattan furniture manufactur- 
-ers and sawmillers as well as heading an 





stments in the plywood, furniture and 
construction industries and also has stakes 
shipping, oil services and a commercial 
line. His access to President Suharto is 
-probably at least comparable to the presi- 
vent. s closest cabinet-level advisers. 

— Hasan insists that protecting the furni- 
“ture. industry is the only way Indonesia 
сап ensure that it, rather than other coun- 
tries, benefits from Indonesia's bountiful 
-wood resources. A Bappenas official esti- 
mated that up to one-third of the estimated 
2.8 million m? of sawn timber exported in 
1989 was further processed in Singapore, 
Hongkong. and Taiwan and then re-ex- 
ported. Hasan, this official said, believes 
that only an effective ban on basic sawn 
timber exports will push sawmillers into 
making higher value-added products at 
home. 

Plywood makers and sawmillers are 
jealous rivals for Indonesia’s timber. 
Plywood makers allege that sawmillers 
have been unwilling to invest and that saw- 
millers poach their trees. 

The new tax will force sawmills to invest 
in new machinery to survive. One official, 
however, said the efficiency of plywood 
mills, at about 45-50% is only slightly 
higher than the average sawmill efficiency 
of about 40%. And when plywood mills 
have to use uneven log, their efficiency 


year, SLI is a domestic company owned by 
Cici Nursalim. Nursalim's diversified Gajah 
Tunggal group comprises 32 companies 
with assets of Rps 250 billion. One of the 
. group companies is Lotus Pertiwi, a depart- 
ment store management company. 
- ;. Under the investment law, Sogo's par- 
. ticipation is limited to a technical-assistance 
` agreement, under which only management 
апа technical services will be supervised by 
` Sogo. Apparently aware of the controver- 
Sial nature of the partnership, SLI has stuck 
. squarely to the law, sources say. Both In- 
donesia's Investment Coordinating Board, 
BKPM, and Ministry of Trade officials have 
attested to 5115 legality. Curiously, ques- 
tions have been raised by the Jakarta 
‘municipal government, the Ministry of 
Manpower and by the Ministry of Justice, 
. which may refuse SLI the right to use the 
; name Sogo on the grounds it is “Тоо un-In- 
. donesian." 
Indonesian retailers argue that Sogo's 
tegy, though patently legal, disguises 
company’ S real intention to invest in In- 
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lla forestry sector association. He has - 





falls below that of sawmills, the official 
said. 

Haeruman said the tax on timber ex- 
ports would not necessarily mean more 
logs for plywood mills. He said that 
small sawmills, the ones most likely to 
close down, have been operating at only 
about 3076 capacity, so their demise will 
not free up many logs. The larger mills, 
he said, will invest in new machinery for 
finishing wood products or sell more to the 
domestic furniture and construction indus- 
tries. 

This view was contradicted by other 
forestry experts who noted that even a 
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small increase in the supply of logs would 
be a boon to plywood mills. At the very 
least, one official said, the new tax will 
mean supply-starved plywood mills in 
Sumatra can now import fewer logs from 
neighbouring Kalimantan and rely more on 
locally grown stock. 

The furniture industry has long main- 
tained that sawmills sell the best woods 
abroad. “What has been sold domestically 
by the sawmills is their residue," said one 


donesia. They point to Sogo's plan to im- 
port 50% of their merchandise from over- 
seas. Staff will be paid higher wages — an 
estimated Rps 100,000 a month, almost 
double what domestic employees in the 
state-run Sarinah retail group are paid. 
There is also the matter of up to 10 Japanese 
expatriates whom the Ministry of Man- 
power says have not been granted permits 
to work in the capital. 

"The present arrangement is 100% local, 
but does the government have the means 
to control it and ensure it remains a local 
investment?" asks the owner of one major 
domestic retail outlet. “We are not talking 
about SLI as such, but what this means in 
five years’ time." 

The government has always taken the 
view that the retail trade in Indonesia 
should be off limits to foreign investors. 
The six largest retail groups in the country, 
spearheaded by the Matahari and Rama- 
yana groups, have used the бодо case to 
reinforce this view. "We are reluctant to 
allow this because of what we see in other 
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vestments ready but 
wait for the government 
bour facilities in their area,” 
the REVIEW. : 


ies to escape the most. recent tax 
Some mills may switch over to using lesser 
known species of wood: which: generally 
are taxed at lower rates. And a few mills 
may move operations to Irian Jaya, lr 
donesia's least developed province, where 
the new tax does not apply. 


countries. The capital strength of the Japan 
ese companies will eat us up,” says a retail 
executive. 

But defenders of SLI say Sogo will en 
hance the competitiveness of domes 
groups. Most Indonesian retailers alread 
have management agreements with foreig: 
retail groups. The Hero supermarket chair 
for example, has a tie-up with the Japanes 
Seibo group; Matahari with the US-owr 
Sears and Japan's Keio. A move by 
to enter a similar technical assistance 
ment with the Gunung Agung grou 
however, blocked by the Jakarta munici 
government last year. 

Despite the outcry, few doubt tha 
will be allowed to operate in Plaza 
donesia. To many observers, the case 
lustrates potential barriers to inve 
posed by the sensitivity of Indonesian 
terprise to competition and is indicative 
limits to Indonesia’s economic refon 
“They ask for deregulation but wh 
hurts their own interests they cry « 
more regulation," says one observer 
















сарап s defence industry has thrived, 
‘and is thriving. But for all the talk of 
Japanese rearmament, the days of 
ipid growth for Japan's military-industrial- 
ireaucratic complex are over for now. 
Japan's defence budget has been grow- 
ing at more than 676 annually — reaching 
33.92 trillion (US$28 billion) in 1989 — and 
will probably continue at that pace until 
1991, when the current five-year defence 
plan ends. Of government spending, only 
the defence and aid budgets have been al- 
_ lowed to increase in real terms since the 
|. early 1980s. 
. i The top five Japanese defence com- 
panies — Mitsubishi Heavy Industries 
(мні), Toshiba Corp., Mitsubishi Electric 
«Corp. Kawasaki Heavy Industries 
(KH) апа [shikawajima-Harima 
_ Heavy Industries (IHI) Corp. — have 
profited handsomely from growing 
defence spending, generous govern- 
- ment assistance, lucrative contracts 
_ ала technological spin-offs in the past 
.. decade. 
_ ~~ Defence companies are reluctant to 
_ disclose their profit margins, but a 
| survey by the Society of Japanese 
_ Aerospace Companies in the mid 
. 1980s revealed that operating profits 
. of eight defence contractors’ air- 
x craft divisions were 5-896 higher than 
. the companies’ overall average mar- 


gins. 
c The stockmarket has also taken 
_ these companies to its heart — par- 
ticularly those with major interests in 
_ shipbuilding, aerospace and electronic 
interests. In 1986-88, aerospace and 
defence stocks on average outper- 
formed the Nikkei Stock Index by 
mor e than 40%. 
=> But though arms makers are generally 
beat about their short-term prospects — 
sentiment reflected in their share prices — 
me analysts believe the boom is past its 
peak and could fizzle out sooner than most 
mpanies like to admit. The reason is sim- 
ple: the Cold War credibility of a Soviet mi- 
litary threat against Japan has faded as East- 
est superpower rivalry diminishes. 
-Domestically, the rise of the pacifist- 
leaning Japan Socialist Party and other 
position. parties makes it harder to get 
tious © TS O 



























pan defence industry’s rapid growth begins to slow 


; i уеп for arms 


Keidanren, the powerful business con- 
federation, says the momentum in the 
arms industry is already waning, and it ex- 
pects consolidation rather than expansion 
in the 1990s. This is not necessarily just spe- 
cial pleading. 

But even for the five largest defence con- 
tractors, a slowdown in the military build- 
up will probably not be crippling. For 
though these companies win nearly 60% of 
Japanese defence contracts, defence work 
nevertheless makes up only a small portion 
of their total earnings. Toshiba’s defence 
output was only ¥100.8 billion last year, a 
mere 4.5% of total revenues, though it 
ranks fifth in sales to the Defence Agency. 
Defence contracts at KHI, the country's sec- 
ond-largest arms manufacturer behind MKI, 
accounted for 29.676 of total sales for 1985. 





Flagging fortunes for Japan's arms makers. 


(About 70% of КНГЅ aircraft division and 
50% of its engine division is devoted to de- 
fence work.) 

Of Japan's top 20 arms makers, only 
Japan Aircraft Manufacturing is signifi 
cantly dependent on defence contracts — 
defence work accounted for 70% of the 
company's revenue in 1988, and more than 
92.5% if military repair work is taken into 
account. Its sales between March 1988 and 





March 1989 were ¥24.5 billion, with net 


profits estimated at ¥800 million. 


The top five conglomerates aside, other 
.. leaders include Hitachi Zosen, a major 
| | shipbuilding and ordnance manufacturer, enues. - 
m Aviation Electronics, a subsidiary of . . Most 


Union if counted 4 in (US дй. — a mis- 
leading indicator given the yen's sharp ар- 
preciation in 1985-88 — it accounted for 
only 1% of the country’s 5 total GNP. 
Moreover, the budget's buying power is 
limited, with only 28% going to buy wea- 
pons, a low percentage in international 
terms. The remainder of the budget goes to 
pay for salaries and the upkeep of Japanese 
and US bases, as well. as other support ser- 
vices. 

The commercial appeal. of. arms produc- 
tion is also limited by other factors. These 
include a cabinet ban on weapons exports; 
the modest size of the only customers — 
the Ground Self-Defence Force (CSDF), the 

ir Self-Defence Force (ASDF) and the 

Maritime Self-Defence Force (MSDF) — only 

a token government interest in military 

R&D and a traditionally heavy dependence 

on US designed equipment. These limita- 
tions have constrained arms manufacture, 

so that it accounts for just 0,5% of Japan's 

total industrial production. 

These diseconomies of scale could have 
been commercially crippling had it not 
been for concerted government efforts to 
promote self-reliance in arms production. 
In this climate, Japanese companies have 
designed and produced an impressive 
range of weapons, including tanks, combat 
aircraft, warships and missiles. 


o encourage domestic self-suffi- 

I ciency, the Defence Agency has cho- 
sen the more expensive and time- 
consuming option of licensed production of 
foreign weapons rather than buying them 
outright. The ASDF's F-15 and F-4 fighters 
are US models produced by MHI under li- 
сепсе from McDonnell Douglas. In the 
same manner, MHI, KHI and Fuji Heavy In- _ 
dustries make most of the ASDF's helicop- 
ters, while KHI also manufactures Ње 
MSDFs Lockheed P2 and P3 maritime re- 
connaissance aircraft. — — | 
The self-reliance policy has been im- 
plemented. successfully, if expensively: | 
about 99% of the MSDF's warships and тоге 
than 80% of the GSDF's aircraft, ammunition 
and firearms come from local. companies. 
Japan Steel Works, a part of Mitsui, is 
the primary manufac tirer | x. 
medium-sized artillery, as: well as being | 
involved in tank ‘production. Komatsu- 
has a substantial share of the munitions. 
market, being one of the four designated 
ammunition producers, along with MHI, 
KHI and Sumitomo Heavy: industries: Other 
ee muni ade ; 
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being dependent on foreign 
plies. Not so in Japan, where a self-suf- 
nventional arms industry does not 
irably enhance security since the 
untry is already thoroughly dependent 
the US military, and nudear, umbrella. 
` Rather, the build-it-yourself policy stems 
om. commercial and domestic political 
ures. The arms makers have lobbying 
: though analysts say the government 
-. needs little persuasion to nurture a domes- 
е arms industry. Through such organs as 
_ Keidanren's Defence Production Commit- 
- tee, which has 80 members, and the Japan 
S Ordnance Association, with 110 members, 
-arms manufacturers hold considerable 
sway over government officials. 

It is estimated that approximately 1,500 
companies receive procurement orders 
from the Defence Agency, though the top 

:20 companies take more than 80% of the 
agency's contracts by value. The 110 mem- 
bers of the Ordnance Association employ 
more than 55,000 workers. 

The links between arms makers and the 
government are made even more intimate 
by the high number of retired military offi- 
cers who join the defence industry. Be- 
tween 1975 and 1980, more than 350 mili- 
tary officers were recruited by defence con- 

“tractors. The industry's influence extends 
“back several decades — nearly all big de- 
fence contractors, including MHI and їнї, 
gained their economic power and institu- 
tional standing in the heyday of Japanese 
militarism before and during World War II. 

These links are not sufficiently tight, 
however, to guarantee the industry's posi- 
tion — the defence lobby is, after all, only 
one of many powerful interest groups to in- 
fluence government policy. In general, the 
public and political establishment which, 
despite government-defence industry links 
and Keidanren’s best efforts, remains 
largely apathetic, if not opposed, to the 
need for a thriving defence-industrial base. 

So Keidanren is concerned about the 
next five-year defence plan, which must be 
submitted for parliamentary scrutiny by 
mid-1990. "The level of operation in the de- 
fence industry is expected to decline con- 

. siderably in the next five-year plan," says 

. Hiroshi Morikawa, secretary-general of the 

` Keidanren's defence production commit- 















tee. "We fear that it will be difficult to main- x 


tain technical capabilities and produ ctivity 
in some fields." < 
The government has already gone some 
way to soothe the defence industry’s wor- 
ries, One military attaché points out that 
“to prevent production lines from beco! 
ing idle, equipment is often retired, some- 
times early, to allow new orders to be 
. placed for replacements.” And to keep 
_ shipyards in work, the MSDF decommis- 
с sions its submarines after 15 years of ser- 
^. vice, compared to 30 years for the US 
. Navy. This allows a e sub- 
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| an 1 18% i share, or г ¥296. 3 bil- 
< lion, in 1987. And the boom 
continues, as it gears itself for 
 high-spending projects, in- 
-duding the rsx fighter, and . 
| the Patriot missiles. 
|. MHIS massive aerternaling 
d activities put its domestic com- — = 
-petitors in the shade. Its de- — 
defence contracts for 1988. totalled 


БОЛЫУ 
rd 


` ¥364.19 billion, or. 26.1% of total con- 


"tracts awarded by the Defence Agency, 


тоге than the next three conglomerates. 


put together. 0 
The bangs and bucks ventures are 


mainly grouped under the Aircraft and 


` Special Vehicles (A&sv) division of MHI, 


though the Shipbuilding and- Steel 


Structures division also builds warships. 
Defence profits have helped steady 

< мнгв flagging fortunes of late. Its ship- 
building and power systems divisions 
have been hit by slack demand. Ship- 

_. building sales have sunk steadily from a 
> Pek of ¥416.6 billion in fiscal yen 1977 


marine to be ordered every year. The ASDF 
keeps some 60 of its 360 combat aircraft in 
storage. 

The technological benefits to be gained 
from an advanced defence-industrial base 
are another rationale for the government to 
nurture arms production. Expertise gained 
from making military aircraft, for example, 
boosted the development of a fledgling 


commercial aerospace industry, which ac- 
counts for 30% of the aviation industry's ac- 


tivities, the other 70% being military work. 


. From the licensed manufacturing of US air- 


craft engines, IHI has acquired the skills and 
confidence to co-develop the V2500 turbo- 
fan engine with Pratt and Whitney of the 
US, Rolls-Royce in Britain, West Germany's 
MTU (Motoren-und Turbinen-Union) and 
Fiat of Italy, for use in wide-bodied airliners 
such as the European Airbus. 

The extent of commercial spin-offs from 
the military aerospace industry is ques- 
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War Ws most feared fehters, | ibe Ze 
(see. illustration), also comes ur 
stablemate, the rsx. The F9 
lopment cost is estimated at a whe 


 gamut of military and commercial air- - 


ping #165 billion, and total proj 
cost for the meagre order of 130 fig 
ers will be à stratospheric Үп. 2. { 
lion. . | (Um 
— The company's “Nagoya aerospace i 
plant has some 6,500 workers on the . 
payroll. The plant manufactures the full _ 


craft that bear Japanese markings, in- - 
cluding the F1 dose support fighter, T4 _ 
trainer and the F15), F4] and F104] fight- _ 
ers. s xc I | Tai Ming Sheung 


tioned by some analysts, who say that mi- 
litary knowhow and technology have very 
limited benefits for the commercial sector. 
Far more important, they say, are interna 
tional collaborations, such as Japan's 15 
share in developing the Boeing 767. 

Certainly, compared with other maj 
arms-producing countries, Japan invests 
pitifully low share of resources in 
R&D — 2.21% of the 1988 defence buc 
or ¥81.8 billion. Keidanren argues that 
should be increased to at least 5%, in li 
with other Western countries, if the indt 
try is successfully to develop its own: 
ducts. In the US in 1988, R&D accoun 
12.396, or US$32.42 billion, of the d 
budget and more than 30 times the | 
ese defence budget. The Keidanre 
poses more should be spent on R&D 
firearms and ammunition. Related to 
the lack of adequate test facilities, si 
hypervelocity wind tunnels and long 




















-vanced defence sectors and, 
- incidentally, 
. suited to exploiting the exper- 


-particular the licensed produc- 
боп of the industry's current 
main project, the US Patriot 
_air-defence missile system. Development of 
fire-control systems for fighter aircraft and 


| Of all the deine о : 

apanese are directing most 

rt into developing missiles 
cated to defending Japan's 
astlines. Priority funding by 
he Defence Agency has made 
this one of Japan's most ad- 








the one most 


tise of the highly developed 
lectronics industry. 

. About half of Mitsubishi 
Electrics defence earnings 
ome from missile work, in 


_ ships as well as radar and electronic-war- 
_ fare countermeasures systems are the other 


- main earners. The company won defence 


| contracts worth more than ¥100 billion in 
.. 1988, and arms sales accounted for 4.5% of 
_ its total revenues for the year. 


While Mitsubishi Electric is the Patriot 


. . project's prime contractor, the ¥193 billion 
. Order has, typically, benefited a whole 






. range of sub-contractors. The name list 

reads like a who's who of industrial Japan: 
_ Asahi Chemical is producing the rocket 
` motor-ignition system; Nissan is responsi- 


D -ble for the rocket propulsion system and 
_ Hitachi is in charge of the power supply 
. and data link systems. 


Mitsubishi Electric is also involved in de- 


€ veloping the phased array radar system on 
е joint US-Japan FSX fighter project, seen 
(by many as a turning point in US-Japan 


1 trade relations. The countries formerly 


- agreed in June 1988 to build jointly Japan's 


next-generation of attack fighter. But fear 


Japan's top 10 defence contractors | 
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that the deal would enable Japan to snatch 
technical superiority in aerospace away 
from the US led the US Commerce Depart- 
ment and certain congressmen to have sec- 
ond thoughts about the plan. As a result, 
parts of the agreement were tightened up. 
Congress also added riders to the contract 
which were subsequently vetoed by Presi- 
dent George Bush. 


he FSX controversy, which has left 
Tom on both sides, is one 
example of trade friction spreading 
into the defence sector. The US has become 
increasingly reluctant to continue granting 
Japan technology licences. One of the most 
obvious signs of this is the US practice of 
putting sensitive technologies it gives to 
Japan in inaccessible "black boxes." Of the 
1,400 components of the F-15's engine that 
IHI produces, more than 400 parts are pro- 
tected from prying Japanese eyes. 
Analysts are divided on whether the Ja- 
panese are ready to go it alone in designing 
and producing their own weapons sys- 






Source . Delete Production Committee, Keilanren. - 





! ank and shissile aoe. 
lopment, it is in the develop- 
ment of а top-of-the-line 
fighter aircraft that most pre- 
stige is concentrated, as shown 
by the FSX project. 

After the Fsx, the indigen- 
ous fighter debate is expected 
to resurface. Bruce Roscoe, 
a defence-industry analyst 
for Baring Securities, says Ja- 
panese-built fighters will al- 
most certainly follow the rex. 
“Japanese manufacturers have 
35 years of experience in li- 
cence-producing US aircraft,” 
he says. "They now have the 
experience to produce their 
own combat fighter. There is 
also the factor of nationalist pride." 

Other analysts, however, remain scepti- 
cal that Japan's industry. posesses the 
technological knowhow to satisfy the tou gh 
requirements that the ASDF demands іп 
matching the latest Soviet weaponry. In 
radar technology, for example, foreign ana- 
lysts estimate that leading Japanese com- 
panies, such as Mitsubishi Electric, lag 10- 
15 years behind their US counterparts. 

In addition, as Keidanren’s Morikawa 
points out, the Japanese content of licensed 
production has fallen in the past decade. 

“Thirteen years ago, 80% of the сотро- 
nents for an F-4 fighter were locally 
sourced,” he says. “Today, only 60% of the 
parts for the F-15 fighter comes from local 
companies.” 

Also, some analysts say the high- 
technology image of Japan’s aviation indus- 
try is misleading. These analysts charac- 
terise the industry as a "metal-bending" op- 
eration where planes are manufactured 
rather than developed. 

They also Pi to the industry's poor 
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SUI German bonds look attractive to foreign investors, 
`... for two reasons: The interest-rate differential in favor 
-.. of dollar investments has almost disappeared, and 
DM securities are benefiting from the expectation of 
-a further strengthening of the D-mark. 


- In the bond market, just like anywhere else, success tends to spawn 
optimism. While the average yield on ten-year bonds is still above 7 1/296, 
the general outlook has brightened noticeably. Having weathered various 
adverse developments, which repeatedly 
acted as a drag on bond prices in the past 
few months and caused the average 
public bond yield to rise from 6 3/4% to 
7 3/495 in just a few weeks’ time, the 
. market is closing out the year with an 
. impressive demonstration of its staying 
power. 


їй 1 que 
|j Banks 


BÀ Non-banks 
Ж Foreigners 


68 


80 4 
]ts new-found confidence is due, above 
all, to foreigners, who have been piling 
into D-mark securities in the past six 
months with an enthusiasm not seen for 
a long time, Having been net sellers of 
German bonds between mid-1987 and 
spring 1989 to the tune of almost DM 6 
billion, foreigners have türned net buyers 
again, adding DM 25.1 billion worth of 
German bonds to their portfolios 
between April and October 1989. The 
‘return of foreign investors to the Ger- 
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absence helped to cushion the impact, at 
least at the long end of the market, of the four key-rate increases in 1989. 
True, the average public bond yield rose from 6.38% to 7.6% in the 
course of the year, but both the discount and the Lombard rate were 
raised by as much as 2 1/2% during this period. 


Sales exceed expectations 

It was feared as late as last summer that sales of fixed-interest securities 
would yet again remain below the previous year's level. But non-banks 
and foreigners revved up the market. At any rate, the volume of bond sales 
in 1989 exceeded expectations. In the January-to-November period, 
DM 227 billion was invested in bonds; it can therefore be assumed that 
total gross sales in 1989 were almost one-fifth, or a good DM 35 billion, 
higher than in 1988. 

DM promises currency gains 

The public authorities’ borrowing requirement in 1990 will probably be at 
least DM 10 billion below the estimate in the medium-term financial plan. 
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Ды Сакыр АШНЫ mue a Чач н О, | Further key-rate increases unlikely E 


Foreign investors Make Strong Comeback 
Net Buying of DM Bonds 





Foreign investors, whose net purchases of DM bonds {of domestic and foreign issuers) 
dwindied to a paltry OM 21 billion in 1988, have stepped up buying again. But the 
principal buyer group in the past two years were non-banks, which accounted for some 
‘han market after a long period of | 70% of net fixed-rate purchases in 1989. 
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In addition, liquidity: isata a hight} level, Domes lic investor will lave record 7 
amounts available for investment ог reinvestment at the beginning of the 
year, and foreigners will find it difficult to resist the lure of curi ency gue ES 
promised by the strengthening D-mark. ИИ 


















































At any rate, the strong state of the German bond айа at the ышын 

of the year makes the possibility of a rise in interest rates look extremely. 
remote. This is quite remarkable, considering the fact that the yield on 
ten-year bank bonds rose from 7% fo some 8% in just three months time 
and a jump across the 8% hurdle seemed almost inevitable. = с 


| | ; 

| Confidence regarding the next few - 

| weeks also seems justified in view of the 
fact that the Bundesbank had obviously 
tightened its policy in anticipation of — 
possible threats to price stability, so that — 
there is no likelihood of additional key- 

| rate increases in the near future, Thise 

| | 

| means that, at least for the time being, vus 
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| monetary policy will not act asa drag о OF 
the market. : | | 


The German bond market looks quite — 
strong. not only quantitatively but ао — 
qualitatively, as there are no signs ofa o 
change in the present investor pattern. In 
early 1990, large amounts of money 
from ‘private households will. become. 
available for investment. Stage 3 of the 
tax reform, which will bring tax relief for 
private households to the tune of some —— 


1988 1988 
(dan. -Ost ) 


With total savings in 1990 estimated at no less than DM 200 billion, — — 
demand for bonds is bound to expand, And the crest of the wave will hit 
the market at the start of the year, when savers receive large interest and. — 
redemption payments. Moreover, savers have stashed away billions of. 
marks in time deposits, Since the beginning of 1989, private individuals 
time deposits have expanded by more than DM 40 billion, or some 30%, — 
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 cost-effectiveness and the frequer 

. of weapons to meet specifications. Because 
of the government's emphasis on self- 
eliance, they say value for money is a low 
` priority, though industry executives stress 
-that cost-effectiveness is an important, if 
- not the overriding, priority. 

There have been various instances 
: where multi million dollar weapons pro- 
: jects have failed to meet the SDF's exacting 
requirements. One example, was the AEWX 
antiaircraft propelled vehicle, developed 
‚ by Mitsubishi Electric, which was found to 
¿be too slow in engaging targets, such as 
-low-flying helicopters. As a result, orders 
_ for the AEWX were cut to 30 from an original 


e he shortcomings of Japanese arms 
са I are compounded by the reluctance 
es of the US and other Nato countries 
-== to provide information on the performance 
ОЕ Soviet arms for security reasons, accord- 
ing to analysts. And because Japanese 
. manufacturers have no experience to fall 
_ back on in developing weapons systems — 
_ not one Japanese-made weapon has been 
used in battle since World War П — their 
.. products are not rated highly by foreign 
.. experts. “[Japanese weaponry] may be 
good commercially,” а Western industry 
. representative says, "but not in military 
terms." 

v Another reason for this might be,the 
lack of competitiveness in the industry. Al- 
though bidding for defence contracts is 
_ competitive in principle, responsibility 
|. among most contractors is divided along 
fixed lines, which results in stable order 
_ flows. Moreover, the Defence Agency prac- 
_. tises a system of managed and negotiated 
i cost-plus contracting which guarantees pro- 
_ fits even on troubled projects. Finally, con- 
___ tractors have the effective subsidy of being 
__ granted accelerated rates of depreciation on 
«their equipment. 

^ The result is that even if the cabinet ban 
On arms exports were to be lifted, Japanese 
weapons would be unlikely to be interna- 
tionally competitive. 

i No Japanese law specifically outlaws 
foreign arms sales, and the government has 
relaxed the restrictions in recent years, 
especially in dual-use products, joint-ven- 
ture developments and sales to the US. The 
defence industry has informally pressured 
the government to allow arms exports, and 
me analysts believe it is only a matter of 
time before that pressure pays off. 

. Civilian equipment has already been 
sold to foreign military establishments: for 
example, KHI has sold anti-submarine 
helicopters to Sweden, Burma and Saudi 
Arabia; Oki Electric has supplied the 
ıinese navy with navigational radar; and 
Israel has bought high-speed patrol boats 
with gun mounts from Japan. Further, Ja- 
panese companies are involved in the US 
ace-based Strategic Defence Initiative. ш 
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to the already entrenched process of economic regionalism: | sno 

"Fortress Europe" becomes more feasible economically by being buttressed by _ 
the labour and consumer markets of Eastern Europe, and by the prospect of Soviet 
raw materials being supplied in future to the EC as well as to its Eastern counter- 
part, Comecon. In short, Europe can become more self-sufficient both on the supply 


ternational trade order under Gatt. A defeated Japan and a war-ravaged Western | 
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Consciously or otherwise, Europeans are now reacting both to this 


and to the post-war division of their continent under the r iilitary dominance of the 
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` Aquino g government set to impose austerity measures 





By Rigoberto Tiglao in Manila 


Jana apeagenunew erreur ج‎ — raranga tennant aetna ——— vehi: t i 


fter three. years of economic expan- 
sion in the Philippines fuelled by 
1 X government and consumer spend- 
ing, the administration of President Cora- 
топ Aquino is gearing up for an economic 
< austerity programme. “Tt s about time we 
‘live within our means," newly appointed 
"Finance Secretary Jesus Estanislao says. 
“We have to bite the bullet.” 

The toughest problems facing the nearly 
four-year-old government . besides the 
mounting disatisfaction within the deeply 
politicised military are double-digit inflation 
and a growing trade deficit. Imports for 
1989 totalled US$10.4 billion, while ex- 
ports reached only 0587.9 billion, creat- 
ing a trade deficit of U5$2.5 billion, a re- 
cord. 

Economists say setting the economy 
right will require moves Aquino may find 
politically difficult so soon after the De- 
cember 1989 failed coup that underlined а 
sharp decline in her popularity even out- 
side the military. Although the belt-tighten- 
ing measures taken by the president are not 
expected to be as severe those im- 
plemented in the final years of Ferdinand 
Marcos' rule, they nonetheless will have to 
appease the IMF. A "significant tightening 
of government-expenditure policy” is 
needed, according to IMF officials. 

The Aquino administration has already 
committed itself to an IMF-approved plan in 
which it will limit increases in government 
employment this year to three sectors: edu- 
cation, health and "principal revenue- 
generating agencies." Under 
the plan, the civil service work- 
force can be expanded just 
© 1%, down from a planned 
24.9% increase. In addition, no 
general wage increase can be 
granted to government. em- 
ployees. 

Like it or not, the govern- 
ment may also have to bow 
to pressure from economists 
calling for a depreciation 
of the peso to stimulate for- 
eign investment and exports. 
The currency has already 
eased to P22.60:US$1 from 
P22.20:US$1 on 1 January. 

At the same time, econo- 





_ will have to tighten the money 
| supply, which will curtail con- 
sumer spending and place 


investment in the govern- 
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more importance on foreign 


ment's efforts to keep the 
economy growing. On 31 
December 1989, the money 
supply had jumped 3876 
from a year earlier, far above 
the 15% ceiling. 

While much of the coun- 
trs — monetary-expansion 
problems can be attribut- 
ed to pump-priming by 
the government in the past 
three years and panic with- 
drawals from bank deposits 
by many Filipinos follow- 
ing the recent coup attempt, 


it is also the result of po- Estanislao: squeeze. mate to 6% from the 
litically expedient actions ginal 6.5%. 

taken by the Aquino administration. The inflationary impact of this additio al 
Like Marcos before her, Aquino has government spending was worsened by 
utilised the presidential levers of other moves by the Aquino admir istration 


power within the economy to build political 
support, albeit without the ransacking of 
the Treasury in the way her predecessor 
did. 

Opposition politicians argue that many 
of the Philippines’ major economic prob- 
lems have emerged — just as they did dur- 
ing Marcos era — because of decisions 
taken by the Aquino administration to rally 
popular support from the military as well as 
the general population. In 1989, the Aquino 
administration — on the recommendation 
of Defence Secretary Fidel Ramos, who 


himself cannot count on widespread mili- 
tary support — raised the pay of military 
personnel 20%. It also authorised an esti- 





. Foreign investments (net) 
©з Other capital movements 
| Overall surplus/deficit (-) 





FAR EASTERN ECONOMIC REVIE 



































































governmen em о 

Similarly, these ү 
Aquino administra 
oil prices for two у 
1989 even though 
substantially. As a тези 
Oil Price Stabilisation | 
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as well as ailing governn 
corporations - push 





of GNP from 8. 5 
this, the x 


| down the GNP § growth esl 


that are widely believed to have also et 
politically motivated. Aquino acquiesc 
the passing of a law in Congress ord 
an unprecedented 40% increase inm 1 
mum wages in the private sector. 
Given the situation of widespread у viola 
tions of minimum-wage laws through u 
the country, economists note, the increase 
did little to improve the lot of workers a 
the bottom-rung of the labour force. The 
say the rise just pushed up wage scales 
unionised industries and, ш: 
pushed inflation higher. : 
But the minimum-wage increase. als 
bolstered union support for Aquino as w 
as earn her a debt of gratitude from 
кашын;  Eressional leaders, most 
whom had been wooing 
bour federations' support, 
position politicians. comp 
Aquino struck an accord - 
Congress on the matter 
believe, simply to lesse 
chance of а general 
which could be exp 
military putschists. : 
Economists say the 
nary impact of the р 
ments influence bi 
could slow the private si 
ambitious expansion 
mes. inflation wa: 
by the Government | 
Office at 14% in D 
on the basis of С 
the growth rate of : 
prices on an annual bas 
central bank, however, . 




















flation fell to 13.1% in Janu- 
of price controls, according to 
vernment Satistics Office, it had al- 
ready affected the country’s external-pay- 
ments position significantly in 1989. As the 
peso's purchasing power eased in the year, 


ports in the year outpaced exports. 
А balance-of-payments surplus of 
J5$348 million reported by the govern- 
nent last year was the result of clever win- 
. dow dressing, with the US$900 surplus in 
_ the fourth quarter wiping out the deficit in 
__ the previous nine months. The surplus in 
. the final period, however, was the result of 
га surge in official development loans hur- 
_ red up to meet the year-end reporting 
. deadline. A portion of these loans, US$750 
. million, mainly from the IMF and the World 
. Bank was merely parked to buy back the 
-. country's debt papers. 
. Some economists and politicians say 
. they are worried about the success of the 
_ Aquino administration's austerity program- 
me because it is being initiated by a new 
. policy team. 


Gee inance Secretary Estanislao, the 
c F former head of the Development 
Bank of the Philippines, however, is 
not bothered by such concern. Characteris- 
tic of the academic who once headed the 
rivate think-tank Centre for Research and 
ommunications, he is already building 
_ Support among congressional leaders. He 
. has also signalled the business community 
. that he intends to make sure the Finance 
. Ministry keeps fighting inflation a major 
Priority. 
There is also uncertainty about the suc- 
ss of Jose Cuisia, who will take over as 
ntral bank governor on 20 February from 
e much respected Jose Fernandez. Before 
oining the Aquino administration as direc- 
. tor of the Social Security System, his high- 
. est post was president of Insular Bank of 
_ Asia and America, a medium-sized, rela- 
tively unspectacular bank. 
. A ranking Finance Department official 
says Cuisia “could grow into [the post]," but 
ome bankers in Manila say he may not 
ve the experience or prestige to keep the 
ilippine banking sector in line with the 
juino administration's guidelines. As а 
sult, they believe, the mantle of power in 
onomic policy making will quickly shift 
е Finance Ministry from the central 




























able task. With excitement of May 1992 
nwide. elections already: reaching 
ve much time in which to pu 
y's bottom line squareh 











ts international-exchange value did not cor- 
espondingly depreciated. One result: im- 


stanislao, however, does not have an 


h levels among Filipinos, he does. 

















By Susumu Awanohara in Washington 
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T he gloves will be off for the impend- 


ing third round of the US-Japanese 

Structural Impediment Initiative (si) 
talks, in which US and Japanese officials try 
to thrash out ways of dealing with their 
economic interdependence and cutting 
Japan's persistent US$50 billion-plus bila- 
teral trade surplus. 

After two inconclusive rounds in Sep- 
tember and November last year, the third 
round was scheduled for January, but post- 
poned until after the 18 February Japanese 
lower house elections. US officials agreed to 
the delay despite US congressional pres- 
sure, because they feared that if the US was 
seen to lean too heavily on the Liberal 
Democratic Partys (LDP), the party could 
either suffer at the polls, or be pushed into 
an electorally popular militant stance. 

But there will be no more "pussyfoot- 


nefficient distribution system = 





Ө High saving rate and inadequate 
-Social investment "i : 
Ону land price and irrational land use 
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ing,” US officials prontise, when the two 
sides meet on 22-23 February in Tokyo. The 
negotiating teams on both sides have to 
produce an interim report, or “blueprint,” 
by April at the latest; conclude the talks by 
June or July; and have “downpayments” to 
show for their efforts in the form of specific 
reforms, implemented or promised. 

. If US Congress is not happy with the in- 
terim report, it has threatened to retaliate 
against Japan in the spring, without wait- 
ing for the talks to end. The problem is that 
Some traditional Japanese business prac- 
_ tices — such as manufacturers controlling 
ole dealers — are considered exclusionary 
| unfair by the US. 
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So far, US officials have been careful not 
to define a US bottom line in each of the 
areas in which they are making demands 
— pricing mechanism, distribution system, 
savings rate, land policy, exclusionary prac- 
tices and keiretsu company groupings. The 
main reason for this is an appreciation of 
the complexity of structural problems. But 
if there is to be any progress, the US will 
have to decide exactly what it wants before 
long. 

US officials are eager to dispel the sense 
of deadlock which set in at the second 
round of talks in November, for which they 
largely blame the Japanese. The officials 
complain that the Japanese covered much 
the same ground as in the first round, often 
refusing to grapple with problems — such 
as high land prices and bid rigging — 
which are widely acknowledged in Japan. 
Some Japanese officials admit that they 
were anxious to avoid conceding too much 
too soon. But they added that the US side 
was not noticeably responsive to Japanese 
demands for reforms in the US. 

In the area of pricing mechanism, one 
obvious objective is to get the Japanese offi- 
cials to admit that domestic prices are high. 
US officials were riled at the way the Japan- 
ese dismissed during the second round a 
joint price survey by the US Commerce De- 
partment and the Japanese Ministry of In- 
ternational Trade and Industry (Miti) which 
was commissioned earlier. 

The survey was intended to investigate 
allegations that prices of Japanese goods 
were higher in Japan than overseas. The 
implication is that Japanese consumers are 
subsidising exports and that the Japanese 
distribution system is inefficient and dis- 
criminates against imports. 

The survey of 120-odd items (covering 
capital goods, cars, car parts, food, elec- 
tronic goods and miscellaneous consumer 
goods) bought in New York, Chicago, 
Tokyo and Osaka confirmed the allegation. 
But the Japanese dismissed the survey as 
inconclusive. cu | 

The US is pushing for changes in laws 
and regulations which restrict competition 
in the distribution and forwarding sectors 
and thus tend to raise prices and limit for- 
eigners’ market access. Specifically, Wash- 
ington wants changes in the Big Stores 
Law, which it argues has acted as a barrier 
to imports, and here Miti has hinted it may 
respond positively. Although not directly 
related to the sir talks, Tokyo's response to 
the giant US toy distributor Toys ^R" Us’ 


plan to set up a retail network in Japan is 


















` watched by US officials 





nay Toys “R” Us ОГ 
) open a huge discount store in 

igata City on the Japan Sea, the first at- 
empt by a US retailer to open its own store 
the country. The move is fiercely op- 
sed by local shopkeepers. The Big Stores 
stipulates that retailers who want to 
more than 500 m? of floor space must 





























































ea. Toy shops in Japan are alarmed at the 
intention of Toys “R” Us eventually to open 
. 100 stores nationwide. 
- Washington's view on the appropriate 
< Japanese macroeconomic response to its 
- stubborn current-account surplus is evolv- 
o ing, but tending towards the view that 
rather than lower its savings rate, Japan 
should increase spending on social infra- 
structure, including parkland and waste 
-disposal systems. But in November, Japan- 
“ese Ministry of Finance (МОЕ) officials 
“stressed that public sector capital formation 
was higher in Japan than in the West, 
and that more public works spending 
could trigger inflation. Fiscal discipline 
must be maintained was the message from 
the MoF in Tokyo. 

On land-use policy, the US has argued 
that land prices could be cut and new con- 
struction work stimulated if the current bias 
towards agriculture is removed. Tokyo is 
indeed considering raising taxes on fallow 
or underutilised urban and suburban land, 
but has warned that this is neither easy nor 
likely to produce dramatic results. 

The US wants a more vigorous enforce- 
ment of the anti-monopoly law by the Ja- 
panese Fair Trade Commission (FTC) to 
cope with exclusionary business practices. 
Tokyo has already budgeted for an increase 
in FIC staff in the coming fiscal year. 

Similar difficulty obtains with keirefsu 
corporate relationships and realising this, 
US officials are limiting their target to 
keiretsu companies’ crossholdings, which 
they want to restrict. They hope that if out- 
side shareholders win more rights and thus 
subject Japanese management to market 
pressure, foreign direct investors will have 

. greater opportunities in Japan. Indeed, the 

US team is taking up the theme of recipro- 

^. cation in foreign investment with a ven- 
geance — a preoccupation which reflects 
rising US concern about Japanese invest- 
ment in the US. 

Japanese demands on the US are for the 
most part predictable and non-controver- 
sial, even if difficult to achieve. And for the 
first time in years, the US has an opportun- 
ity to cope with the problems of a low na- 
tional savings rate and a big federal-govern- 
ment deficit. The dramatic reduction of the 

. Soviet military threat makes it conceivable 

© that Washington will finally cut its federal 
budget deficit, which Tokyo has main- 
tained, is a major cause of US trade def- 
















asa 


tain approval from other retailers in the ~ o 


rime Minister V. P. Singh's new 
p government has inherited a stead- 

ily worsening Бајапсе-оЁрау- 
ments deficit which, together with 
a chronic (and rising) central government 
deficit, looks set to reduce the country's 
growth rate this year. Growing inflationary 
pressures point to demand-restraint mea- 
sures in the next budget, expected on 12 
March. 

Compounding Singh's budgetary dif- 
ficulties are expensive election promises to 
create new military pension funds, to raise 
farm loans to Rs 10,000 (US$591) a bor- 
rower and to set up a new employment 
generation fund. On 20 January, Finance 
Minister Madhu Dandavate also asked the 
nationalised banks to devise plans for rural 
debt relief. 

Overdue bank loans, of all categories, 
now exceed Rs 150 billion. In 1986 the 
figure was just a quarter of this sum. Writ- 
ing off even half the estimated Rs 120 bil- 
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"Production in selected industries 








-uiput in % change. over 
Nr coo so Nov 1989 Nov, 1988. 

Million lion kW hots МОК 
Electricity generation __ 20. 821. o a 1. 
‘900 to tonnes im o ЕИ 
Steel 7911 49 
Cement 3,508.0 -8.5 
Crude petroleum 2,817.0 «6.7 
Fertilisers (phosphorus) 168.1 -38.2 
Fertilisers (nitrogenous) 563. 0 -7.8 
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lion in farm loan arrears will add a signi- 
ficant but as yet unquantified burden to the 
budget. 

Given this scenario, the Reserve Bank of 
India, the central bank, said in January that 
the "prospects for the growth of agricul- 
tural lending institutions on sound lines 
now seem quite dim." More encourag- 
ingly, however, bank governor К. N. 
Malhotra, who has criticised the debt-relief 
plan, has had his term extended to 1992, 
The central bank's independence therefore 
seems assured. 

Meanwhile, outstanding Reserve Bank 
credit to the government soared from Rs 
130 billion in November to Rs 153.4 billion 
by mid-January. Election spending last year 
helped to increase money supply (M3) by 
12.1% from 24 March to 1 December 1989. 
In the corresponding period of 1988, 
growth was 11.376. 


The Finance Ministry's wholesale price 
index, which understates retail inflation; 
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a December, showing а an 
since July. 
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much on 6 Febi 


ment's financing of GDP ; growth 
averaging 5% a year during the. 
decade. Some doubt hangs. over 
chances of sustaining that rate during 199 
Although a good harvest is in the offing 
the third consecutive year, industrial p 
duction indices show some discoura g 
trends. . 

Finance Ministry data in December 
veal significant contractions in output fro 
the chemical, fertiliser, steel, sugar process- 
ing and other industries. The longer-term 
indices show a slowing down of manu 
turing performance since September 1988 
Employment generation in the manufactu 
ing sector remains static, with little job 
ation in the best performing (electrons) 
sector. i 

Although Malhotra has forecast a 35% 
improvement in export performance dur- 
ing 1990, hitherto strongly performing e 
port items, such as finished diamonds, . 
suffering. reduced demand. Ex 
imports from April to October ы) 
creased by 37.8% and 18.4% respe 
with some lowering of the mer 
trade deficit. 

But invisible receipts hae 
while invisible transfers are increasir 
import figures, moreover, are unde 
For example, civilian aircraft im 
not recorded. The foreign-exchang, 
serves position, an increasingly - 
concern during last vear (REVIEW, 1; 


decline of Rs 15.6 billion since Mar 
and equivalent to about 1.9 months" 
cover. NET 
All real effective exchange 
show the rupee аа ft 
ber against all major currenci 
the currency dropped 0. 2% xa : 
dollar, 1.6% against sterling g, ge 









| the yen and 5.1376. against the 
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: ducer and a major exporter since the 
' mid-1980s, may have to begin im- 
ig again to keep the looms of its 
ooming textile mills running. Demand for 
cotton is outstripping domestic supply be- 
Cause of a history of negligent state pricing 
policies and the lure of other more profita- 
-ble cash crops, coupled with problems in 
the supply network. 

© While domestic demand has been ris- 
ing, cotton production has been falling; 
rom a record crop of 6.2 million tonnes in 
.1984 to 4.2 million tonnes in 1989. This 
year's crop is expected to be only 4.25-4.4 
nillion tonnes. Textile Ministry officials say 
they need at least 4.5 million tonnes of cot- 
Юп to satisfy industrial demand. 

.. The production fall is despite three in- 
ases in the past year which raised the 
overnment procurement price by more 
ın: a third. Government officials admit 
that prices are still too low to compete with 
Other cash crops, such as rice, fruit and veg- 




























































COMMODITIES 2 


ener m i Ate iin itm m nm annota mes En m eH SIM eam mee Lp Hh eh uitia ty e ARS Ate M d A t Mt Pt At 


akistan is harvesting and processing 
¥ what looks to be a record cotton crop 
- which, with New York prices re- 
maining firm, should earn Pakistan record 
reigr-exchange receipts for cotton. 
Officials believe the 1989-90 crop will 
| 9 million bales (1 bale — 170 kg) — 
% more than the 1988-89 crop of 8.38 
lion. bales. Approximately 7.5 million 
ales have already been ginned, and more 
n is still arriving at the ginneries, espe- 
from Punjab province, the major cot- 
n producer. 
„Моге than half the crop will be for 
estic use, with most of the rest availa- 
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etables. The problem is exacerbated by the 
practice in previous years of resorting to 
paying farmers by 1005 instead of cash. 
Last year the sown acreage for cotton 
shrunk by 466,700 ha to 5.36 million ha. 
Farmers and local authorities are also re- 
luctant to meet state quotas, preferring, 
especially in the major cotton-growing pro- 
vinces of Henan, Hebei, Hunan, Shaanxi 
and Zhejiang, to break the state monopoly 





Pakistan harvest bumper cotton crop 


. land of plenty 


of overall exports, earning US$2.53 billion 
out of a total US$4.5 billion. Cotton-related 
exports comprised US$938.4 million of cot- 
ton; US$609 million of yarn; US$504.38 mil- 
lion of readymade garments; US$465.61 
million of textiles; and US$12.48 million of 
cotton waste. 

However, some traders are sceptical of 
the crop reaching the 9 million bale target. 
Their apprehensions centre on reports of a 
pest attack and bad weather conditions. 

Commerce Ministry officials say that 
more than 1 million bales have already 
been registered with the State Bank of 
Pakistan (the central bank) for export. The 
ministry hopes to export close to 3 million 
bales of the current crop. 

Ihe crop will also ensure a steady sup- 


ply for Pakistan's textile industry. Zafar 
- Hassan, former president of the Karachi 
`. Cotton Association said: "Pakistan's textile 
‘industry may yet take up to 6 million 


ales of cotton" from the 1989-90 crop. 





lars urging local authorities to meet state 


timated: ‘Planned: Source: Stock Statistical Bureau and Review аја г. 
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quotas, and threatening financial penalties, 
they are having little effect. — 
Domestic textile producers, the coun- 
try's leading exporters, have been seriously 
hit, with some factories having to close be- 
cause of a lack of supplies. In the first seven 
months of 1989, mills in Peking, Tianjin 








апа Shanghai, the country’ s three main tex- 


tile centres, received only 55% of promised 
state quotas. Other areas received only 40% 
of supplies. 

Not surprisingly, cotton exports have 
dropped dramatically in the past few years, 
from 755,000 tonnes in 1987-88, to 468,000 
tonnes in 1988-89, and agricultural experts 
estimate it will fall by at least another 30% 
for 1989-90. Neighbouring countries such 
as Hongkong, Japan and Singapore, which 
have been the main importers of Chinese 
cotton, are hardest hit by the export slump. 

Now China's cotton shortfall can only 
be met with imports or further tapping into 
stockpiles accumulated in the more abun- 
dant early 1980s. From a peak of 4 million 
tonnes in 1984, this stockpile has fallen to 
well below 2 million tonnes. Imports, cur- 
rently at low levels, could return to the 
levels of the late 1970s, when China im- 
ported 900,000 tonnes annually. LE 


#} 


still being added in Pakistan," he said. 

Meanwhile, cotton prices are holding 
firm. The minimum export price for Pakis- 
tani cotton is currently 65.50 US cents a lb, . 
and potential buyers are “keenly in- 
terested," according to Karachi dealers. 
They expect a further rise in New York cot- _ 
ton prices to 67.05 US cents for the March 
1990 contract. This, one dealer said, has 
"raised hopes in Pakistan that a 70 US cents ` 
a lb situation may not be far off.” | 

The future for Pakistan's cotton produc- 
tion may be even brighter. Heshmul Haq, 
Pakistan's foremost top cotton scientist 
says: "The present cotton scenario is excit- 
ing and holds better prospects, both in 
terms of production and exports. 

"Cotton production in the Punjab | 
shows what can be achieved if institutional - 





Seventh Plan (1988-93) has set a target of 
9.7 million bales but Haq believes that "it 
may be achieved earlier than the final year 
ofthe plan” сз е, ee m 























айап pilots’ union 

es strike damages 

ne Supreme Court of Victoria in 

ne has ordered the Australian 
deration of Airline Pilots to рау A$6.6 
n (US$4.9 million) in damages to four 
mestic airlines stemming from last year's 
ike. Damages were awarded to 
stralian Airlines, Ansett Airlines ОЁ 
istralia, East-West Airlines and cargo 
зе IPEC, The airline was also ordered to 
pay A$2 million in court costs. Federation 
president Brian McCarthy said the union, 
2 Which has appealed against the decision, 
Tu could. not afford to pay the award. 








. World Bank postpones 
. vote on loan to China 


>» The World Bank on 8 February held off a 
decision on a US$60 million loan for 
agricultural development in China at the 
request of the US, following allegations by 

{һе US State Department of human-rights 
abuses by the Chinese Government. The 
bank, however, approved a US$30 million 

` loan for earthquake relief in northern 
China, In addition, the US Export-Import 
Bank cleared a US$23.1 million loan to 
improve Shanghai's transport system. 
Approval of the Eximbank's subsidised- 
interest loan had been considered essential 
for several US companies to win contracts 
to participate in the project. 


China to set up company 
to bolster car industry 
» China plans to set up a national 
corporation to develop its car industry, 
according to Machine Building апа 
` Electronics Industry Minister He 
Guangyuan. The company, to be called 
. China National Automotive Industry 
Corp., will be a "powerful economic entity 
looking after the development of the entire 


car industry in China," He said in Peking. 


2 China's car industry has run into serious 

`` difficulties under the government's 

economic austerity programme. He said 

China's industry has an annual capacity of 

~~. 450,000 vehicles and 1.1 million 
motorcycles. 







PNG plans to approve 

oilfield development 

# Prime Minister Rabbie Namaliu said the 
.. Papua New Guinea Government will give 
` the go-ahead to develop the country's first 

commercial oilfield before year-end. 
Speaking at the opening session of an oil 
convention in Port Moresby, he said the 
| agifu- -Hedinia field should start production 
nd 1992. CEDE oilfield in the каше 













` Highlands is estimated to have reserves of 


95 million barrels. 


Laos agrees to purchase 
aircraft from China 

> Laos has signed a contract with China's 
Harbin Aircraft Co. to buy two Yun-12 
airliners. The agreement follows the 
collapse of Lao Pacific Airlines, a joint- 
venture airline with VSS (Thailand) Co. 
that began trial flights in Laos in mid-1989. 
vss officials said their company was forced 
to withdraw from the venture because the 
Lao Government did not allow it to 
charge passengers enough to recoup its 
costs. 


Bangladesh is optimistic 


about food production 


>» Bangladesh Food Minister Mohammad 
Abdul Munem said the country could 
achieve self-sufficiency in rice and wheat 
this year if the “weather remains 
favourable." Munem said rice and wheat 
production was expected to reach a record 
20 million metric tonnes. Also, the minister 
said the government hoped the country's 
farmers could provide food for 250 million 
people in the year 2050. The current 
population is 103 million. 


_ Business indicators - 





Jakarta set to award 

telecoms contract 

¥ Indonesia has announced that the 
bidding for a US$300 million telephone 
switching system contract has been 
narrowed to two foreign consortiums: one 
led by American Telephone & Telegraph 
(AT&T) and the other by NEC Corp. of 
Japan. The new switching system is 
expected to add about 550,000 lines to 
Indonesia's desperately overtaxed 
telecommunications network. Press 
reports indicate that an inter-ministerial 
team evaluating technical aspects of the 
proposals has recommended the AT&T 
system. Officials say the decision will be 
made soon by President Suharto. 





Last year Japan pledged US$950 million 


| regulatory agency, Bapepam, have — — 
; Stepped up their campaign to bring ' ‘order. 


Monthly inflatio rops 
to 2.6% in Ho Chi Minh С 
P Inflation in Ho Chi Minh City el 
2.6% a month in 1989, the lowest rate 
1976 thanks to increased supplies an: 
series of economic austerity me 
introduced early last year, accord 


State Price Commission. Inflation | 
11.7% a month in 1988. 









































































Japan hints of cut 
in aid to Indonesia 


> A high-level diplomatic mission: 

Japan, in Jakarta to assess the level с 9 
requirements for the next five years, 
hinted eet озу | | 


levels of grant aid in extensive. 
Indonesian officials on 5-7 February 
Mission members said it was "logical 
special aid should decline in view of the 
country’s improved economic peformano 


out of US$1.8 billion in special assistanc 
committed by the inter-governmental _ 
group on Indonesia. D 


Jakarta brokers erupt 
over exchange rules 
P Officials at the Jakarta Stock Exchange 


and discipline” on to the trading floor but 
the latest moves have drawn a squall. 
protest from brokers. Starting 12 February, 
brokers must begin the opening session on 
the floor by singing the national anthe 
Brokers more than 10 minutes late will 
now be denied entry. Bitter brokers say th 
latest moves were pushed through by. 
lower level officials at Bapepam while 
Bapepam chief Marzuki Usman and 

Finance Minister Johannes Sumarlin м 
out of the country. | | 


Shipbuilding orders 
increase by 26% 


» World shipbuilding orders grew 
more than 26% in 1989, reaching 1 
highest figure since 1984 for 
construction and on order. 1 
figures from Lloyd's Register s showe 
Japan retained its No. 1 position. i 
world E ھک‎ asd 


has et by (rs strife 
higher wages — managed only a 
3% gain to 6 million gross tonnes. 
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.hroff appl һе new fixed deli- 
very and settlement system of the 
Kuala Lumpur Stock Exchange 
7 (KLSE), put into place on 12 Feb- 
» It did not come a moment too soon; 
ala Lumpur's brokers are, like their Lon- 
'ethren at the time of the Big Bang, 
hg in a sea of unprocessed scrip. 
w system will allow them to start 
sh, eventually helping them to close 
а harrowing window of vulnerabil- 
vat has been open since the New 

















since the 1 January split between the 
Singapore and Malaysian markets, KLSE 
turnover has done a moon shot. Average 
KLSE daily volume last month was 124.11 
million shares, valued at M$187.4 million 
(5569.3 million). Compare that figure to 
the 25.02 million shares valued at M$43.81 
million traded daily during January 1989. 
The year on year increase is about 430%, 
With daily turnover during the early part of 
is month running at M$300-450 million, 
partly on the back of surging small investor 
- interest, February may be even bigger. , 
.. Brokers were totally unprepared for the 
bonanza. The KLSE clearing house, known 
s Scans, has been unable to settle a back- 
og of transactions dating to early January. 
Kuala Lumpur's 53 stockbroking firms, and 
particularly the bigger retail houses like 
ТА. Securities, AT Securities and K&N 
senanga, simply cannot locate the scrip. 
eir backrooms, staffed with school leav- 
, are running three shifts a day to try and 
eep up. Processing time per transaction 
аз trebled because of the avalanche, says 
e of Shroff's broking pals. 
.. With the exception of listed Rashid Hus- 
sein Securities and the bank-owned brok- 
ts, who have the implicit financial backing 
f their parent institutions, KLSE members 
ave a modest paid up capital base of 
around M$15-20 million. They depend on 
‘goodwill of their lenders to maintain 
flow. So the sudden upsurge in daily 
rnover is thus more than a little unnerv- 


With millions of ringgit in unsettled 
5 outstanding, 11 of the 53 have 
vin the bull market towel and are ac- 
only sell orders for the time being. 
dition to the huge financing costs they 
arrying as scrip wends its way slowly 
gh the system, these brokers are ul- 
over the badly out of whack risk/re- 
d ratios. | 
[he legal implications of a sharp market 
turn are fraught. Clients facing large 
тау quite legally walk away from 


contracts not settled during the time period 
allowed for under present KLsE by-laws, 
leaving underfunded brokers holding the 
bag. Shades of Pan-El, Shroff thinks. 

The new fixed settlement period should 
solve this. Under the revised system, a sell- 
ing client must deliver his shares to a 
broker by 12:30 on the fourth market day 
after the date of transaction. The broker will 
then hand it to Scans on day five, which, in 
turn, will deliver it to the buying broker on 
day six. His client has to come up with the 
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money by day seven in order for the trans- 
action to be settled. 

This rigid system effectively reduces the 
exposure of the broking firms which, under 
the old regime, had to wait up to seven 
trading days (and recently more) to take de- 
livery of stock. It does not slam the window 
of vulnerability shut, however. Stockbrok- 
ers say that it will be weeks — perhaps 
even months — before they can square 
positions taken during January and the 
early part of February. | 

8 Jonathan Friedland 


What kind of country is it where the inter- 
bank rate hits 65% one week and plummets 
to 0% next week? Argentina? Actually, 
these wild oscillations tore their way 
through the normally sober Singapore mar- 
ket in the first couple of weeks of February. 
And the culprit was the sponsored gambl- 
ing by local investment banks that has been 
carried on under the guise of initial public 
offerings (IPOs) of Kim Eng Securities and 
Sime Singapore. 

Shroff has already (REVIEW, 25 Jan.) re- 
marked that the $$45 million (US$24.2 mil- 
lion) Kim Eng issue drew in $$23 billion in 
application money — а sum greater than 


Singapore's money supply, and about half 
the size of its GDP. Margin free financing by 





the banks helped the issue to be 784 times 
oversubscribed. Judged in this surreal light, 
»ime Singapore might consider itself rub- 
bished by the market — its issue was over- 
subscribed à paltry 125 times. 


Irrespective of what all this may or may | 


not say about investment bankers’ ability to 
price Singapore IPOs correctly, the torrents 


of cash which the system generates cer- | 


tainly play havoc with the republic's small 
interbank market. 

As the banks withdraw the money to 
pay to the underwriter, the interbank mar- 
ket dries up and the overnight rate shoots 


sky high. The foreign banks, which are re- | 


stricted in the number of branches they can 


open and so usually rely on the interbank. 
market, end up having to borrow at what- 


ever rate the local banks are willing to lend. 
Which in February, meant 65%. 

But when the underwriter starts return- 
ing the application monies of the unsuc- 
cessful applicants, the whole system 
swings violently into reverse, with banks 
dumping the money into the quickly satu- 
rated interbank market. | 

something clearly had to be done, and 


Shroff is glad to note that the Stock Ex- 


change of Singapore (SES) has demonstrat- 
ed its professionalism again — by publish- 
ing new guidelines to govern new issues 
which seek to give the small investor a bet- 


ter deal. The action is particularly. com- | 


mendable since the main beneficiary of the 
abuses has been the lead underwriter — 
the government's own DBS Bank. 

The SES has mandated that in future 


30% of an issue must be reserved for those 
who apply for less than 9,000 shares. The |. 
idea is to prevent those who really want- 
only a few thousand shares applying, with | 
the help of financing, for a million in the | 


hope of improving their chances of getting 
their hands on at least some shares. — 


In addition, the SEs has also mandated | 


that as long as there is an oversubscription, 
there will be compulsory balloting for all 
applicants, even for those who apply for 
millions of shares. 


The new rules should drastically cut |. 


oversubscription, and increase small invest- 


ors’ chances of getting some shares. The - 


only losers will be the underwriters and the 


financiers, who may have to think up | 


slightly more imaginative ways of making 


Application for Pentex-Schwizer Circuits 
Ltd, which is due to close on 27 February, 
will be first new issue under the new 
guidelines. Shroff will watch 
terest. pH 
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tis at home in 


international finance: WestLB. 


WestLB belongs at 
the top of your 


shortlist for corpo- 
rate business. 


20 years of expe- 
rience in Corporate 
Finance, the solidity 
of a state bank and 


the leading role 
played by WestLB. 
On this sound foun- 
dation, WestLB suc- 
cessfully combines 
classical products 
with innovative 
solutions, applying 
the right mix of 





state-of-the-art tech- 
nology and personal 
creativity. 

That's why WestLB 
rightfully belongs at 
the top of your short- 
list - from Corporate 
Finance and In- 
vestment Banking to 


Head Office Düsseldort 


Beijing. Hong Kong. London 
Luxembourg. Madrid, 

Milan, Melbourne. Moscow, 
New York, Osaka. Paris, 

Rio de Janeiro, Tokyo. Toronto 
Zunch 


Treasury. And in а 
global network 
stretching from 
Düsseldorf to New 
York and from Tokyo 
to London, WestLB 
is perfectly at home 
where you are: in in- 





ternational finance. 


WestLB 


The Westdeutsche Landesbank 
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DEPUTY SECRETARY GENERAL 
(5 year contract) £26,100 — £31,730 


Amnesty International is a worldwide voluntary organization, independent of all gov- 
ernments, financed by its members and public donations. It mobilizes public opinion 
in favour of the release of all prisoners of conscience, fair trials for political prisoners 
and an end to torture and executions. 


Based in our International Secretariat in Central London, but travelling abroad reg- 
ularly, you will be responsible for developing, reviewing and coordinating strategies 
for the promotion and protection of human rights. Using your impartial and strategic 
political judgement, your brief will be to oversee the expansion and development of 
Al's membership (particularly outside north-west Europe and North America), the 
extension of our public information program and the effectiveness of our campaigns. 
You will provide high quality advice and information from the Secretariat to the mem- 
bers of the International Executive Committee. 


You must be able to innovate and to plan, design, and implement a program. Work- 
ing within a management team you will be supervising senior managers, including 
developing, reviewing and evaluating policy issues initiated by them. You must be 
able to deal sensitively with people and issues in many cultures and be able to deal 
with difficult staffing issues. A commitment to human rights is essential. You will 
need to have an understanding of the workings of a voluntary organisation and be 
able to work occasional weekends. On a day to day basis you will be using English, 
but an additional language would be preferable — particularly French, Spanish or 
Arabic. 


We particularly welcome applications from candidates outside north west Europe 
and North America. 


Closing date: 12th March, 1990 Please quote ref SGO 1/90 


amnesty 


ai, Intern 


у 
Personnel Office, Amnesty internat 


"E 





ati t 
international i Easton Street, London WC1X BDI, United Kingdor 837 3805 
Q4hr answerphone). Please quote appropriate reference number 
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For further information and an application form please contac 
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` MAGAZINE 
IN 
EDUCATION 
PROGRAMME 


The Far Eastern Eco- 
nomic Review offers an 
education. programme 
to educators who want 
to share the magazine 
with their students. For 
information and mate- 
rials to help you use the 
Review in your class- 
room, please contact 
Stanton Leung at the 
following address: 


Ахи 






















Far Eastern Economic Review 
Magazine in Education Programme | | 
181-185 Gloucester Road) F 
Centre Point Е 

Hong Kong 
Tel: 8328333. Рах: 5722436 
Telex: 66452 REVCD HX 













| ` Personal 


MONTREAL, QUEBEC, CANADA 


.. | Well Established Sewing Machines And Supplies Busi- 
.. | ness For Sale. Approx. $4.0 Million Cndn. Gross Sales. 
. | Continuity of Management Assured if Required. 


For More Information Contact: 


Lawrence Kaplan C.A. 


Lawrence Kaplan & Company 


5250 Ferrier, Suite 710 
Montreal, Quebec H4p 114 
Phone or Fax (514) 739-2781 


Te UNITED STATES IMMIGRATION 
| Obtain US Immigration via investments, intra-company transfers, 
, employment, etc. All matters personally handled by licensed US At- 


orney. Representation available also for immigration to other coun- Managing Director | 
ies. VISITING HONG KONG, TAIWAN AND THAILAND (AND Review Publishing Company Limited 


OTHERS AS NEEDED) DURING FEBRUARY 1990. 
Edward P. Gallagher, Attorney-at-Law, | 





` P.O. Box 70302, Washington, D.C.20088 (USA). e welcome enquiries fror 
439; Telephone: (301) 986-9303 prompt, individual attention. 
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UNIVERSITY DEGREES 
NON-RESIDENTIAL PROGRAMME 


Private non-U.K. University offers exter- 
nal unaccredited Bachelor, Master's & 
Doctorate degrees within an extensive 
subject range. There are no residential re- 
quirements and this highly regarded pro- 


GUARANTEED 
IMMIGRATION 


Only for persons under 17 1/2 yrs. 
Destination: Europe. 














gramme may be taken anywhere in the Please contact: 
world. Fax for details: +44-787/278478. Advertiser Box 0215 
Neil Gibson & Company, Dept. FER/2, c/o FEER, GPO Box 160, 
PO Box 3, Sudbury, Suffolk, England 






Hong Kong. 


COPYRIGHT REPRINTS 
The combined efforts of the Far Eastern Economic Review'slargeand —— 
highly skilled editorial team have made it the premier source of infor- f 
mation for those who do business, or have an interest, in or with Asia | 
As à testimony to the publication's editorial quality, many Reviewarti- |. 
cles have, over the years, been reprinted in newspapers, magazines, | . 
educational textbooks, newsletters etc throughout the world. 









Should you as an editor, publisher or on behalf ofan organisation, edu- 
cational establishment etc wish to enquire: about our reprint and 
copyright charges, please address your correspondence to: 










GPO Box 160, Hong Kong. 





Tel: 8328300 Fax: 8345987 Telex: 62497REVADHX и 
We welcome enquiries from all interested parties and assure you of our Е 





















ction of your dreams. 


| | LAW PARTNE 


Letters of interest are invited from competent and credible 
small to medium-size law firms in key regions world-wide. 
Jur firm is: ested in forming a joint-venture arrange- 
fi ch law firm in each region referred to. 
fernational companies engaged in 
| investments to stable, friendly 
3d locations. 























moving people, money а 


.. and attractive CO ! 
business services related to 


` We offer world wide H 
Investments, Real Estate Management. We also 
unting, Business 


offer professional services in: 
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Consulting and Corporate tra 
Regions of particular interest are the Pac 
East Asia, United Arab countries and India 













Please address inquiries in confidence to: 













Allan L. Morrison, Director, Legal Services 

NSZ Group Inc. 

30 Wertheim Court, Unit 11 ACCESS 
CANADA 


Richmond Hill, Ontario, Canada 
LAB 1B9 International Corporation 









REAL 
ESTATE 


AUCTION 
ALEXANDRA - YEA DISTRICT 
440 HA “FERNBANK” 1089 ACRES 


GOULBURN RIVER FRONTAGE 


FRIDAY 9th MARCH 1999 AT 2 p.m. 
MOLESWORTH HALL 


GRAZING AND HORTICULTURE 
LOCATION ~ 7 km from Molesworth, 27 km Alexandra, 19 km 
from Yea, 120 km Melbourne. 
COUNTRY ~ Approx. 340 Acres fertile river flats and 52 Acres of 
riverfront lease sown to clover, rye grass and phalaris. 240 
Acres foothills grazing land and wooded high country. 
HORTICULTURE ~ 19 Acres planted to raspberries with crop due 
March, 1990. Full funnel snap freezing plant or fresh fruit with 
established markets. 
| IMPROVEMENTS ~ 4 BR architect design timber home approx. 
23 squares. Manager's cottage, 2 stand shearing shed, 403" x 
OM | 24 machinery shed ~ snap freeze unit and coofrooms, 3000 
‘f bale hay shed, 2 Nelson silos. 
Ж wwo. - Property is offered on a walk in waik out basis and 
^j with current raspberry crop. 
COMMENT - "Fernbank" is a versatile property importantly 
` located on the Goulburn River and sufficiently diversified to 
. generate an income mix. 
. TERMS - 10% deposit, further 30% and possession 30 days 
trom signing, balance 60 days from signing. 





ELOERS IXE LIMITED 
o0 RÀ | 37 Grant Street, Alexandra 
000 3 i PHS OSB 72 1477 
4 f: AM: Jobe Tossol (057) 73 2404 


160 Queen Street, Melbourne 
PH. (03) 609 6222 
АН. To 
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Appointment 


If you have something to вау... say it in the Classifieds! 


UALITY response . . . advertise in this s 























The International Development Research Centre (IDRC) is a согро- 
ration funded by the Government and created by the Parliament of - 
Canada to support research designed to adapt science and technol- 

ogy to the needs of developing countries. . я ie 












IDRC's Social Sciences Division is looking fora ^. 
REGIONAL PROGRAM OFFICER/ — 

SENIOR REGIONAL PROGRAM OFFICER 
ENVIRONMENTAL POLICY 















Working as one of a team of social scientists, and reporting to the 
Associate Director of the Environmental Policy Program, the incum- 
bent would: AS 
m review research proposals submitted by institutions in de- 
veloping countries, in the areas of environmental policy, 
natural resource management, environmental pollution; 

m prepare documents for the approval of IDRC's Board of 
Governors; | 

m monitor the technical and financial administration of a 
portfolio of research projects; 


B the incumbent would also represent the Urban Develop- 
ment Program and would develop and monitor p-ojects in 
urbanization and environment, poverty and acce 3s to re- 
sources, and urban management. 


The incumbent would have particular responsibility for Asia. 























Candidates must have the following qualifications: 
m aPhDinor equivalent in relevant social science and/or 
a natural science discipline; | 


m proficiency gained through wide exposure or experience: 
in one or more social science and natural science subject 
areas; | 

m research or work-experience іп a developing country; 

m proven skills in writing, administration and communica- 
tion with. junior and senior researchers in developing 
countries; = 


Fluency in English required. Knowledge of French is an asset. 























This posting is for IDRC's Regional Office in Singapore. The сот- 
mencement date is July 1990. Interested candidates should send - 
their resume before to: Human Resources Division, IDRC, P.O. Bo 
65000, Ottawa, Ontario, K1G 3H9. : 
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UK PROPERTY EXHIBITION IN KUALA LUMPUR AND SINGAPOR 


Property in London, Bath, Cotswolds, Surrey and other prime are 
by top builders including Charles Church, ARC and Barratt... 




















Property suitable for letting investment, retirement and as pie К 
terre. Furnishing, letting and management provided. М ortgage: 
available through International Mortgage Plans. b 
Shangri la Hotel, Kuala Lumpur 27/28 February 
Shangri la Hotel, Singapore 5/6/7 March 
MASSEY ASSOCIATES 
Fax (UK) 0272 254050 — 0 
write 3 Randall Road, Clifton Wood, Bristol BS8 4T. T | 
exhibition. aga с, 





















































ast October, a Nagoya business- 
man was surprised when the en- 
gine of his Mercedes Benz stopped 
v as he was trying to make a call on 
. | his cellular telephone. Although investiga- 
. | tions into the cause of the problem con- 
..| tinue, the malfunction may have been due 
a | to microwaves from the telephone interfer- 
e | ing with the car's electronic fuel-injection 
| system. 
ae In November, IBM announced that it 
..| planned to lower the electromagnetic radia- 
. | tion emitted on future models of video-dis- 
| play terminals (VDTs) used to communicate 
. | with its computers. The reason for the 
. | change, the company explained, was grow- 
. | ing consumer concern about the safety of 
. | Such terminals. 
|All electrical circuits emit unwanted 
| radiation, or “noise,” as it is sometimes call- 
_ | ed. As these two examples demonstrate, 
. | radiation can interfere with the operation of 
. | other circuits and may even pose health 
|| problems. 
? There is as yet no evidence for the latter. 
. | But, extraordinarily enough, given e ће 
number of people who spend much of their 
_ | working lives sitting in front of VDT screens 
|| and several health warnings, there has 
| been no systematic study carried out on 
. | electromagnetic emission. In 1987, the 
World Health Organisation recommended 
workers to position their terminals at least 
1 m apart in order to avoid being ex- 
posed to radiation from more than one 
Source. And a recent report sponsored by 
_ the US congressional Office of Technology 
_ | Assessment said it was no longer possible 
to categorically assert that there were no 
risks to health from such radiation. 
- In Sweden, they are not waiting to find 
_ | out one way or the other. In 1988, Swedish 
.| management and labour drew up strict 
standards on the amount of radiation Урт 
allowed to emit. н | 
.| , IBM's new terminals will be designed to 
| meet or surpass the Swedish standards. 
|| Other makers are quietly following suit. In 
_| Japan, Sony says it is responding to calls 
from customers to lower the radiation emit- 
‘ted by its vDrs. 
.. VDTs are exceptional products, in terms 
of the amounts of radiation they emit and 
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liferation of electronically controlled de- 
ices in factories, offices, homes and cars, 
lakers are beginning to adopt a more 
.| rigorous approach to the problem of elec- 








r proximity to the user. But with the 


-| One of the most common causes of 
| interference, as anyone who has ever tried 






Perils of electronic radiation 


to listen to a radio or watch a television 
near a road knows, is the electromagnetic 
noise generated by a car engine's spark 
plugs. In addition, there are also domestic 
spark makers such as the igniters used to 
light gas stoves and heaters. Other well- 
known culprits are the brushes of electric 
motors. 

All digital equipment, such as person- 
al computers, modems and compact-disc 
players, contains a noisemaker in the form 
of a "clock," which is actually an oscillator 
whose high-frequency pulses synchronise 
the operation of digital circuits. 

How to prevent interference occurring 
among all this inaudible but ubiquitous 
cacophony? As in medicine, prevention is 
better than cure. 

Circuits can be designed so that they 
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An echo-free chamber absorbs ‘noise. 


cannot unintentionally act as antennas. Cir- 
cuit boards can be laid out to minimise the 
potential for noise emitting parts to affect 


each other. In addition, devices can be lo 


cated far enough away from other devices 
to make interference unlikely. (But this ap- 
proach is not idiot-proof: the cellular tele- 
phone in the Nagoya businessman’s car, 
for instance, was installed in an unforeseen 
position.) 

Connectors and cables can be shielded 
from interference with special materials. 
Entire equipment cases can be shielded by 
coating them with special noise-absorbing 
paint, as happened with IBM's ill-fated 
PCr 


FAR EAST RN ECONOMIC REVIEW ۰ 


| Sei says. “Now they worry about the dam- . 











It is an ill wind that blows nobody any 
good. Those benefiting from the new con- 
cern about reducing electromagnetic noise 
include Asahi Glass and construction com- 
pany Taisei. Both of these Japanese com- 
panies market special shielding materials 
intended to protect corporate computer 
rooms and “intelligent” commercial office 
buildings. 

Even more involved in the noise-reduc- 
tion market are tape-maker TDK and mate- 
rials-specialist Tokin. Both of these Japan- 
ese companies are strong in the technology 
of ferrite, an iron-derived material good at 
absorbing radiation. It is used, among other 
applications, to coat the edges of doors on 
microwave ovens. | 

Ferrite parts such as coils can be incor- 
porated in circuits to filter unwanted fre- 
quencies. The substance is also used to coat | 
the egg-box-shaped walls of special echo- 
free chambers. Makers use these chambers 
to measure how much electromagnetic 
radiation their products emit. The ferrite ab- 
sorbs radiation that would bounce back off 
ordinary walls and spoil the measure- 
ments. 

An indication of how seriously Japanese 
makers take the problem of electromagnetic 
interference can be gauged from the fact 
that TDK sold about 40 of these chambers in 
1989. The company says it expects to sell- 
even more this year. | 

Demand for echo-free chambers in 
Japan is driven by standards issued by the 
(wait for it) Voluntary Control Council for 
Interference by Data Processing Equipment 
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and Electronic Office Machines. Established 


in 1985 by four industry associations, the 
council hàs more than 300 members. | 

The standards are based on recommen- 
dations by the International Electrotechni- 
cal Commission. Japan appears to be the 
only country thus far to have implemented 
the recommendations, albeit only on a vol- | 
untary basis. 


covered by the council's recommendations | 
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Konica 


HONG KONG: Repromac Ltd. Tel: 8930055 


SINGAPORE: 
MALAYSIA: 


INDONESIA: 


INDIA: 


“Kilburn Reprographics Ltd. Tel: 28-4345 
PAKISTAN: 





THE KONICA ADVANTAGE. 





Productive copiers to improve office efficiency. 


From Konica come copiers offering remarkable 
reproduction quality and reliability — and improved office efficiency. 
Compare copiers. You'll find that the perfect addition to 

your busy office bears the Konica name. 





APS Electronics (Pte.) Ltd. Tel: 2585944 — 
APS Electronics (M) Sdn. Bhd. Tel: 03-2928444  _ 
Р.Т. ASABA Tel: 21-380-0404 








"Universal Business Equipment Ltd. Tel: 21 -210-607 


BANGLADESH: Devices Aids International Ltd. Tel: 257229 


TAIWAN, ROC: UB Office Systems Inc. Tel: (02) 772-2525 
PHILIPPINES: 


SRI LANKA: 
THAILAND: 





U-Bix Corporation Tel: 818-7501 
Finco Limited Tel: 548392 








Inter Far East Engineering Co., Ltd. Tel: 314-1240. 








KONICA CORPORATION 


Shinjuku Nomura Building No. 26-2, Nishishinjuku T-chome, Shinjuku-ku Tokyo 16: 


The Great Communicator 





LONG TERM SUPPORT FOR YOUR BUSINESS. 


The Long-Term Credit Bank of Japan offers 
advice to help your business grow. We'll 
give you constant backing. апа, when 
you re ready, we'll show you how to branch 
into new areas, too. What's more, with our 
support, you'll continue to flourish. 

We were established in 1952 to ensure a 
steady flow of long-term funds for industrial 


growth. Today we're one of the world’s top 
20 wholesale banks. This is the reward for 
our belief in following our client's business 
through from start to finish; for making 
sure your plans are successfully realized. 
We specialize in Long-Term Corporate 
Financing and Merchant Banking Services 
such as Project Finance, Mergers and 


J uce 


Acquisitions, Leasing and Investment 
Advisory Services, as well as a full range 
of additional Banking Services. We also 
have over 60 offices worldwide, which 
means we can offer you both global and 
local support. 

So, if you want to see your business grow 
bigger and stronger, why not try LTCB? 


The Long-Term Credit Bank of Japan, Limited 


Head Office: 2-4, Otemachi 1-chome, Chiyoda-ku, Tokyo 100. Tel (03) 211-5111 


Telex: J24308 


Branches: Hong Kong (5) 285670, Singapore 535-9633 Subsidiaries: LTCB Asia Limited (5) 285670 
LTCB Australia Limited (02) 251-3544 LTCB Merchant Bank (Singapore) Limited 533-8111 


P.T. Bank LTCB Central Asia (021) 578-2562 


ТАКА R C FATS 99:9 
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Local prices Brunei B$5.00 France Fir 22 India . oo. 9825 Korea. Won2000 Myanmar/Burma К5.50 Pakistan Rs25 Saudi Arabia SR12 Srilanka . 9548 Thailand Baht 70 
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An Encounter with Tenderness. 
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Holiday Inn Metropolitan Tokyo — 


In Tokyo, a first-class - 
hotel says a lot about the 
way you do business. 


Among Tokyo's most prestigious hotels, Holiday Inn Мери n а. : 
is fast emerging from the crowd. Ea к 

From spacious, well-appointed guestrooms, ihe ancient and ОРДЕ 
modern delights of Tokyo are all waiting when business is completed. 
The railway /subway hub station of Ikebukuro is only a moment's 
walk from the Metropolitan's grandly pro опей lobb -— seven 
exceptional restaurants. А direct limousine | Jus sen | 
airport. | | 
Attentive, inconspicuous service and a complet ff 
the-art facilities provide the support you need to work ad а in nd [ 

Holiday Inn Metropolitan puts you in position to do business 
with Tokyo's elite. An excellent reason LOCATION + COMFORT VALLE ——— 


to choose us first. TheV Wor S First p 























For further information and reservations; | 
Contact your travel agent, or our Regional Sales Office, 20/E, Tower 3. China. H 


Tei: 37366855, Thx: 43786 НИКО HX, Fax: 37352808; or Holiday Ian Metropoli 
"Tokyo 171, Japan. Tek (03) 980-1, The 272:2787 HTLMET J, Fax: (03) 980-5600. 












































"The quest for truth in Cambodia 
| Attempting to support his claim that 
А “members of the American. Left defended 
4 " Ambassador Tommy 
:5, 1 Feb.] that Edward 
David Chandler and 
iss as ‘myth’ " allega- 
touge leadership, 
to refute refugees’ 

ve conditions.” 
-this statement is that 
rces in a comprehensive 
ce and opinion about the 
' regime. With regard to ref- 
попу, we criticised the media for 
' and distorting it. We opened our 
liscussion by noting that “there is no diffi- 
-culty in documenting major atrocities and 
_ oppression, primarily from the reports of 
refugees" with their “gruesome” testi- 

mony. | 
Largely on internal evidence, we indeed 
exposed a remarkable record of deceit and 
fabrication, but only those who fear truth 
will adopt Koh's practice of equating the 
quest for it with apologetics. By his logic, 
we defended the US bombing of Cam- 
bodia, because we cited evidence that its 
toll had been much exaggerated. 

Cambridge, Massachusetts МОАМ CHOMSKY 























Singapore Ambassador Tommy Koh is 
right about the initial enthusiasm of West- 
ern leftwing intellectuals for the Khmer 
Rouge when they started forced evacuation 
of cities in the name of revolution. Starry- 
eyed intellectuals such as Noam Chomsky 
thought the Khmer Rouge had achieved 
the socialist nirvana and solved the urban- 
rural disparity by depopulating the urban 
areas. 

‘However, Singapore is following exactly 
‘the same path as Chomsky, by giving its 
“support to the Khmer Rouge-dominated 
resistance and by its insistence on a “four- 

party" interim government. Koh has earlier 
justified this as being a necessary stage to- 
| wards peace. But he is as naive as the 
Jeftwingers he derides to believe that the 
er Rouge will not exert control over 
odia if included in government. 
t Koh is sincere in his criticism of the 
‘leftists, he must urge his country to revise 
dts policy and prevent the inclusion of the 
Khmer Rouge in any coalition government. 
Otherwise, his critique of Chomsky will 
sound as hollow as Chomsky's apology for 
-the Khmer Rouge holocaust. 
Ottawa MAHMOOD ELAHI 















ша the fact that the Pol Pot clique mur- 
` dered countless ethnic Vietnamese citi- 
- zens of Cambodia as well as those they call- 

the “Khmer bodies with Vietnamese 
"should count for something, irres- 





pective of what members of the American 
Left believed. More than a million Khmers 
in total were extinguished in the "killing 
fields." | 

Ambassador Tommy Koh's underlying 
reasoning is equally surprising when one 
considers that not only has Asean officially 
shifted away from supporting any possible 
return of the " universally condemned 
policies of the past," but also that the five 
permanent members of the UN Security 
Council (that is, including China) have re- 
cently approved the Australian proposal. 

What exactly are the factors governing 
the principle of intervention or, for that 
matter, the criteria for non-intervention? 
Was the Indian invasion of East Bengal in 
1971 that different from the Vietnamese in- 
vasion of Cambodia? 

I do not subscribe to the dangerous sug- 
gestion that intervention is nght, and Sin- 
gapore as a small island state is entitled to 
its perspective on the issue. But there is 
more than just one interpretation of what 
really happened in Cambodia. 


Kuala Lumpur SHAFIQ SIT 


Betrayal and the British 
I read with interest your cover stories con- 
cerning Hongkong [1 Feb.] having just 
finished reading David Day's remarkable 
studv The Great Betrayal: Britain, Australia 
and the Onset of the Pacific War 1939-42, 
which deals in detail with the ignominious 
surrender of Singapore to which you com- 
pare British policy over Hongkong. As Day 
shows, Britain during World War II clearly 
put defence of the dominions in the Pacific 
a poor last after understandable preoccupa- 
tion with its own survival, the conflict in 
Europe and that in the Middle East. Its 
assurances about the defence of Sin- 
gapore were so many deliberately empty 
promises. 

British perfidy, however, is equalled by 
the possibly intentional, and certainly con- 
venient, naivety of Australia's conservative 


leaders at the time who chose to believe - 


these promises. Thev thus refused to make 


the sacrifices necessary to prepare Australia 


to defend itself in the Pacific. Trusting that 
somehow Churchill would show his 
"gratitude" for the sacrifices made in that 
and the previous war to defend the 
“mother country," they were unable to 
appreciate where Britain's vital interests 
lay. 

It is here that the parallels with the situ- 
ation in Hongkong today can be drawn. It 
has been clear for some time that the little- 
Englanders in Westminster will cut their 
losses and abandon this inconvenient colo- 
nial left-over, so as t [| 
some minor role that may be left for Britain 






from the collapse of the Berlir W 


ble to carve out 


ers — content to ¢ - 
ing wealth? — can be t 
selt-interested naivety 
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captive writing. on Bi 
do not agree with the 
suggested by the headline 
charade pis i. ig The Shorter С 


out there. | 
Successful dough € the bı 

tyred students have been in forc 

tic rulers to d rag r e 


of paras to think. that oven 
could be transformed into afr 
cratic state, С. г 

The process. of changé howe 
begun, and nothing can stop this n 
detention and the elimination of 
opponents of the ruling junta from the 
toral process anger all of us who 
worked in our own way to bring. abou 
changes which are now taking place. 
pressure must be maintained so th 
process of change accelerates, and ' 
indeed in the not too distant f 
truly free and fair election. _ 
Alexandria, Virginia 


it’s curtains for the dictators | 
It would be gratifying to think that 
Ming Cheung's piece entitled: 
thinking on changes [15 Feb.] cor 
the Chinese leadership was wrong; 1 
tunately, Chinese history in recent di 

suggests that dramatic changes suc 
those occurring in Eastern Eu 

Soviet Union are unlikely tc 
China. But the Chinese 
leadership should look aro 
what has recently happened ; 





release of Nelson Mandela i in South 


dictators are losing the battle. 
London 
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to very little. The 






л ` than ever, and President Roh Tae Woo 
. Һав ай but abandoned his latest attempt to 
си them down to size. With the recent 
`` rapid appreciation of the won tipping the 
. country into deficit, Seoul has decided it 
.. needs the chaebol to boost growth and 
` exports even though they are reviled 
гапа resented as greedy, anti-democratic 
i dinosaurs. But as Seoul correspondent 
` Mark Clifford writes, the 1990s 
МШ nevertheless pose serious — 
- challenges for the management of 
—  9outh Korea's business giants. As 
— jj they outgrow their homeland and 
саге forced to come to terms with the 
`. outside world, the chaebol may findgheir 
experience in the international arena a 
авв o one. 46 
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oreign Relations : i Stained: ties 
series of incidents shakes up 

the triangular relationship between 
Malaysia, Indonesia and Singapore, 
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Thriller in Manila 

Hongkong’s fugitive deputy crown 

`. prosecutor Warwick Reid was sighted 

- and reliably identified by a Hongkong 

Ж acquaintance in a Manila entertainment 
_. district on 16 February. A report has been 
= given to the Hongkong police and the 

. Independent Commission Against 

> Corruption (САС). Reid, who was in 
charge of the prosecution of commercial 
crime cases in the Legal Department, 
-disappeared at the end of last year while 
under ICAC investigation of corruption 
allegations against him. A warrant for his 
arrest was issued on 29 December. 
Hongkong does not have an extradition 
arrangement with the Philippines. 


. might, | have come | ; : 
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Ki celebrada victory (10), 


with a new closeness between 
Singapore and Jakarta disturbing Kuala 
Lumpur 8 


South Korea : Politics 

Suggestions that the country's recently 
restored presidential system be replaced 
by parliamentary government alarm 
opposition members 8 


Japan : Elections 

Japanese voters give the ruling Liberal 
Democratic Party a working majority in 
crucial lower-house parliamentary 
elections. Meanwhile, rising party faction 
leader Shintaro Abe waits for his turn as 
prime minister 10 


India : State Polls 

Elections in eight states give Prime 
Minister Singh a chance to further the 
Congress party rout, but the Hindu 
revivalists may gain the most 13 


Polishing the Brass 


A major reshuffle of the Chinese military 
high command is expected to take place 
following the National People’s Congress 
(NPC) in early April. Most of the country’s 
seven military region commanders, 
commandants of the National Defence 
University and Academy of Military 
Sciences, and their political commissars 
are likely to be reshuffled, with some of 
the older generals being retired. Among 
the changes mentioned is that the current 
deputy-chief of the general staff, Gen. Xu 
Xin, will become the new president of the 
Defence University. It is also expected 
that Defence Minister Gen. Qin Jiwei will 
step down at the NPC — which will see 
party General Secretary Jiang Zemin 
confirmed as chairman of the State 
Central Military Commission, to parallel 
his appointment last November as the 
more powerful party counterpart. But the 
expected change in positions of the chiefs 


А = 144. 
` ` Australia : Elections 
Profound disillusionment i in the обоа. 3 


P ds likely. to produce a close result in the 
ho March federal polls. 16 d 
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Vietnam : Foreign Relations m 
American and: Vietnamese officials meet. i 


in Bali as Washington moves closer to 
| resuming oficia pus wih Hanoi 19 


The эз нн of top bras i in 1 the cvs 
People’s Armed Police by People's 
Liberation Army officers may reflect 
dissatisfaction with the internal secunty 
arm's: handling of 4 June 20 


China : Students 


. Peking widens its canon on ithe 





campuses with new restrictions ‹ on Sudy - 
abroad 20 .— о. 
Hongkong : Ageing Problems. 


A strike over pensions е the | HBS 
skimpy provision for the aay yh 


: Afghanistan : Mujahideen 


The rebel interim government снн . 
тиры pan to broaden | its urn xs 


of the three general headquarters 
departments, including the chief of the 
general staff Gen. Chi Haotian and 
political department director Gen. Yang. 
Baibing, is now not thought likely to take 
place. The reshuffle is likely to favour 
officers, in particular political commissars, 
who look to Yang for patronage. 


Pressure Tactics 

US Embassy officials in Jakarta are 
concerned that the attempt by American 
Telephone and Telegraph to win a 
US$300 million telephone contract in 
Indonesia may be damaged rather than 
boosted by US administration efforts to 
support its bid over that of competitor, 
Japan's NEC Corp. The US president, 
vice-president, commerce secretary, trade 
representative and secretary of state, all 
have called or written to Indonesian 
counterparts in recent weeks to ensure 


that "improper pressure" is not used in 



























Ше Dayak and Iban indigenes 34 

Тһе men and means that ended the 

Malayan Emergency 36 — — 

. The former head of the Malaysian 
ju i has his чу 3 s Edu 







- "Business Affairs — | 
: Japan: : Markets - EN 

|: Soaring volume and р prices Room 

. institutional investors may have at last 

_ discovered Tokyo's OTC market 40. 





ue Malay traders, the White Rajah, and : 


SS South Korea: : Economies | 

` South Korea's much criticised business M 

‘conglomerates, the chaebol, are back i in * : 

favour 46 . 

~The business of polities 48 
< Challenger for the 90s 48 
No place like home 49 


: ын сап also, throw 1 up bitter | 
as the Maria yere controversy : 


: Thailand : t Economic Relations 


Bangkok seeks stronger trade ties with 
Cambodia and Laos 50 : 


ne Philippines : Investment. 


US-based venture-capital fund invests 


. 105820 million in the Philippines 52 


Venture-capital firm JAFCO symbolises the ; 


x ОТС'з recent success 40 


` Hongkong : industry D n 

-o The government funds a micidip- 
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awarding the contract. But the US 
officials’ attempts to make sure Tokyo will 
not be able exert undue influence on the 
contract by virtue of its large aid 
programme in Indonesia, may have 
backfired. Negative local press coverage 
of American lobbying prompted the US 
Embassy to issue a denial that 
Washington had pressured Jakarta on the 
bid. 


Turning a Blind Eye 


While the US has 
made it known to the 
Philippine military 
that it is against the 
use of force against 
a democratically 
elected government, 
|. Washington has 
— quietly decided that it 
would not repeat its s 
one during Aquino. 
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- China's bankers draw up a list of state - 
enterprises that will be spared from 
. Peking's credit squeeze 54 
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-. Singapore food-group Cerebos in a bid to 


WHO МУЫН 


the most recent coup of committing US 
forces in support of the government 
against its internal opponents. 
Administration officials are dismayed 
by the failure of President Corazon 
Aquino to tackle forcefully the issue 
of corruption, especially that of her 
relatives. There also is concern that 
any direct American involvement in 
support of Aquino could be harmful 
to long-term US interests in the 
country. 


Timely Executions 

The execution in Jakarta on 16 February of 
four former palace guards detained for 25 
years after being convicted of involvement 
in Indonesia's attempted communist 
coup in 1965 has raised suspicions that 
certain quarters wanted to re-emphasise 
the latent communist threat. The four; 
Yohanes Surono, Simon Petrus Suleiman, 
Norbertus Rohayan and Satar Suryanto, 
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were all tried and convicted before 1971, 
The executions, by firing squad, come at 
a time when Indonesia's foreign policy is- 
veering towards rapprochement with 
both China and the Soviet Union, a move = 
which has upset hardline anti-communists - 

in military and intelligence circles. There 
is also concern in the same circles that the 
government may relax restrictions on the 
voting rights of about 50,000 former | 
communist party members, Reaction in - 
the international community has been . 
muted, though the Washington-based _ 
human-rights organisation Asia Watch 
has criticised the executions. However, 
the signing of a memorandum on the . 
structure of the Netherlands aid to 
Indonesia was postponed, and the 
country's foreign minister was understood 
to have raised the issue with his 
Indonesian counterpart during an 
EC-Asean meeting in Kuching, East 
Malaysia, on the day of the executions: 



















М. Bi Balakrishnan i in n Kuala | Lumpur B 
Michael Vatikiotis i in Jakarta 


series of incidents over recent 
months — ranging from a squab- 
ble over tourism to fury over an 
АА. execution — has stirred the emo- 
ds ions s that shroud the peculiar triangular re- 
lationship of Malaysia, Singapore and In- 
donesia. They signal a realignment of the 
traditional pattern of Malay interests warily 
_ united against Chinese commercial oppor- 
|. tunism, and leaves Kuala Lumpur facing 
_ the prospect of increased competition from 
. à fast-growing Singapore-Jakarta axis. 
_.. While there is no suggestion that the 
overtly cordial links between the three 
_ neighbours and fellow Asean members will 
. be strained beyond tolerance by апу 
realignment, qualitative changes already 
inder way are likely to create more rather 
than less points of friction ín the immediate 
future. Further, the mutual suspicions and 
animosities that have always been present 
in the relationship between the three coun- 
_ tries — but seldom publicly aired — are 
. now the subject of high-level official pro- 
. nouncements and fill the columns of the 
Ocal press. 
| The shift in relations seems to stem from 
. the growing economic competition be- 
tween Malaysia and Indonesia, particularly 









ments in Indonesia. Malay sia and Singapore ties create fric 


in commodity production, coupled with a 
series of events that have frayed ties and 
nerves between Singapore and Malaysia. 
By contrast, active efforts to promote and 
strengthen links between Singapore and In- 
donesia appear to have benefited from 
these stresses. 

The first public indication of the shifting 
pattern in relations was signalled by rela- 
tively minor incidents. An early indicator 
that Kuala Lumpur was unhappy with Sin- 
gapore came when Malaysian officials com- 
plained last year that “neighbouring coun- 
tries" were sabotaging Kuala Lumpur's 
tourist promotion efforts by suggesting the 
country did not have enough facilities to 
handle a tourist influx. While the “neigh- 
bouring countries" reference could also be 
applied to Thailand, already upset with 
Malaysia for warning its nationals not to 
visit the southern Thai "red light" border 
towns because of the AIDS risk, Singapore 
seemed to fit the role of villain. 

As the government had designated 1990 
"Visit Malaysia Year," a multi-million dollar 
promotion intended to put the country on 
the tourist map, local sensitivities were 
perhaps more finely attuned than usual. 

The level of accusations reached such a 
pitch that Singapore’s Prime Minister Lee 
Kuan Yew took the unusual step of appeal- 
ing to Singaporeans to visit Malaysia dur- 






tion 


ing his 1990 Lunar New Year Day message 
— and was promptly accused by Malaysia's 
Minister of Culture and Tourism Datuk 
Sabbrudin Chik of insincerity. Sabbrudin 
based his accusation on a Singapore law 
passed in April 1989 that required | Singa- 
pore motorists to have at least half a tank of- 
petrol before going into Malaysia, a move .. 
intended to limit its nationals’ access to 
cheaper fuel. 

There are also suspicions in Kuala Lum- 
pur that a costly celebration of Singapore's 
25th anniversary of independence — from 
Malaysia — planned for later this year is... 
also being seen as competing with the - 
Malaysian promotion. | 

A potentially more serious, but less pub- 
licly discussed incident, occurred in De- 
cember 1989 when it was revealed that 
Malaysia had arrested seven Malaysians 
and two Singaporeans earlier that year on 
charges of selling naval secrets to a “neigh- 
bouring country" (REVIEW, 21 Dec. '89) 
Comments from both Malaysia and Singa- _ 
pore left no doubt that the country involved . 
was Singapore, and Malaysia is said to . 
have lodged an official protest on the mat 
ter. While both countries are believed to 
maintain extensive intelligence networks in. 
each other's territory, diplomatic sources _ 
say arrests relating to spying are usually _ 
dealt with quietly. 























SOUTH KOREA 


he етт that President Roh Tae 
^^ Woo may seek to create a Westmins- 
. ter-style parliamentary government 
South Korea has provoked concern that 
ch a move would merely lead to renewed 


ular struggle for a more democratic 
ential system. 

1 addition, many South Koreans аге 
of tampering with the constitution 
three years after the last revision re- 


ег а е hiatus, despite a change 


stability and seriously compromise years - 


тей popular elections for the president, 


ial to a кошар а of 3 





Path ( А introducing cabinet system fuels unease 


Division of the spoils 


government being proposed in the name of 
democratic reform. South Korea has rewrit- 
ten its constitution nine times since gaining 
independence in 1948. 

The basis of distrust for a cabinet system 
stems from a general perception that it is a 
weak and possibly even an “un-Korean” 


form of government. Following the 1960 


student revolution that overthrown the 


government of authoritarian president 


Syngman Rhee, the national assembly 


adopted a cabinet system for the first time. 
When that government was overthrown by. 


an army coup the following year, the тери 
tation of the cabinet system fell with it. 


Roh, probably for these reasons, has re- 


fused to confirm any plans to introduce an. 
amendment to restore a cabinet-based gov- 
ernment. However, it is considered a near - 
certainty within the new ruling Democratic. 
Liberal Party (DLP), a broad coalition of par. - 
ties recently formed by the merger of Roh's Us 
former Democratic Justice Party and tw 
opposition groups (REVIEW, 15 Feb.) —— E 
Rumours circulating within the DLP. . 
suggest that a constitutional amendment = 
would introduce a system of government | 
led by a prime. minister resp 0 
national assembly. The 
become a largely symbolic figure hà 
slightly 1 m 10€ ified versi n, a chief executi 
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er last year to host US i 
According to diplomatic sources, 
alaysians were as much upset by Sin- 
's alleged failure to inform them of 
1 intention to offer Washington military 
ilities as the offer itself — which most ob- 
vers saw as a gesture and formalising 
sting defence cooperation arrangements. 
While this catalogue of grievances 
ints to the underlying level of angst that 
as underlined. Malaysian-Singaporean 
ations since the two countries split in 
1965, the blossoming links be- 
tween Singapore and In- 
. donesia are likely to force 
` Kuala Lumpur into a re-exami- 
nation of what it held to be 
verities of Malay solidarity. 





































pn the most spectacular 
demonstration of the 
. birth of a potential new 
axis, the armed forces of 
Singapore and Indonesia held 
their first bilateral military exer- 
cises late last year. Although 
exercises were also held for the 
first time between Singapore 
„апа Malaysia around the same 
v time — at a token level and in far-away 
_. Sarawak — military sources say the man- 
oeuvres between Indonesian and Singapo- 
rean armed forces, held on Indonesia soil, 
were much more substantial. The military 
relations developing between Indonesia 
and Singapore have led to speculation in 
Malaysia that Singapore may acquire per- 
manent military training facilities in 
Indonesia to eventually replace those it 
currently uses in Taiwan, which could 
prove a liability for future formal ties with 
Peking. 





ing pluralistic political and social base. This 
school sees South Korea's younger popula- 
tion, born or raised during 25 years of mili- 
tary rule, demanding a system more re- 
sponsive to their aspirations. А strong pre- 
sident, such as the late Park Chung Hee, 
. may have effectively united and motivated 
¿= people for economic development, but 
` some politicians believe South Korea has 
= now passed beyond the necessity for such 
a mobilisation mentality. 


^W owever, critics of the cabinet system 
T" — including opposition Party for 
Peace and Democracy (PPD) presi- 


dent Kim Dae Jung — insist South Korea's 
Confucian-based political culture militates 
against а Westminster-style political sys- 
tem. Unlike Japan, South Korea has no his- 
_. tory of feudalism, with its division of power 
ата interests. Instead, it was traditionally 
uled by a centralised authority, often with 
vast power concentrated in a single person. 
"We have no experience in sharing or dis- 















Indonesia's attitude towards Singapore 
was indicated in an interview with 
Soenarto Djajusman, Indonesia's ambas- 
sador to Malaysia, reported in the Utusan 
Malaysia newspaper. He was quoted as say- 
ing “the expansion of Singapore's armed 
forces is only for the purpose of serving its 
own pride. Furthermore Singapore, as a 
small nation surrounded by Malay people, 
would naturally feel uneasy.” 

Soenarto continued: “Perhaps Singa- 
pore sees Indonesia as being less of a 
danger compared with Malaysia because of 


historical reasons. Perhaps Singapore 
wants to make Indonesia a counterweight 
against Malaysia so that Malaysia will not 
exert too much pressure on it." 

The attitude contained in the ambas- 
sador’s blunt summary, which appears to 
undermine the “special. relationship” be- 
tween Indonesia and Malaysia while giving 
considerable leeway to Singapore, is par- 
ticularly disturbing to some Malaysians. 
Many in Kuala Lumpur, for example, are 
uneasy at the size and mission of Singa- 
pore’s well-equipped armed forces. An 


tributing power,” said Kim Chin Bae, a re- 
spected political commentator opposed to 
the introduction of a cabinet system. 

Kim Dae Jung, who lost his parliamen- 
tary seat in the 1961 coup, is even more 
forceful in denouncing the idea. In his 
view, the intense competition to become 
prime minister would only worsen South 
Korea’s already prevalent political corrup- 
tion, while also tempting the military to in- 
tervene against a government based on an 
overly assertive parliament. He is especiaily 
sceptical of the so-called “double executive” 
system, under which the president will 
control defence and foreign policy while 
the prime minister handles less sensitive 
domestic portfolios. This “opens the way 
for the military to meddle in politics,” Kim 
said. 

Whatever model is considered, the 
amendment process is likely to be contenti- 
ous. Ámong the implications raised is the 
possibility that Kim Young Sam could be 
the first post-amendment prime minister as 
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is not always helple 
neighbours. 
Reaton есй : 











Ма laysian aan pe 4 
included. Foreign . Minister 
Datuk Abu Hassan Oma 
and former home: ministe 
Tan Sr Ghazalie Shafie; in 
| Indonesia to attend the sec 
опа “Malindo” (Malaysia-In 
donesia) meeting, was. haras 
sed by demonstrators, leadin 
directly to the meeting en 
one day early. In addition; 
joint military exercise was mar- - 
cred by flare-ups: between | 
Malaysian and Indonesian. officers. S 
For their part, Indonesian officials wer 

not just upset by the coincidence of the 
extcution and the visits, but by genuine 
doubts about the Bastie case itself. The: 
pointed out that the mandatory death se 
-tence on the charge involved was only in- 
troduced in Sabah three years after Basrie’ 
arrest there in 1983, and that the trial wen 
ahead without witnesses for the defence. Ir 
Indonesia, the death sentence is rarely im: 
posed in ordinary criminal cases, let alone 
for possession of 1 kg of marihuana as. in 


































































DLP leader. While Kim himself vigorous 
denies this, sources close to the DLP. à 
tion widely acknowledge it was the pri 
ise of a future premiership that prompt 
him to accept Roh’s unusual propos: 
merge the former ruling party with the ty 
opposition groups. : 
As the DLP controls 216 seats in the 2! 
member national assembly, any amer 
ment bill is not expected to run into se 
difficulties once the various factions. 
agreed on passing it. Under the law, | 
sion can be proposed by a simple р 
liamentary majority and approved t 
two-thirds majority. Once that proce 
completed, the legislation moves to a 
tional referendum for final passage. 
Given the massive government 
aganda usually accompanying гей 
dums, few analysts doubt South Ko 
voters will approve such a bill, as they 
in the past approved every constituti 
revision — including those кшш 
own rights. : 








| n scien to be iuc may mot 
e banked on such a backlash in а 
yer-nation like Indonesia. . 
Another recent source of conflict came 


rom competition in Third World forums. 


President Suharto was said to be upset that 
Malaysia had been made the venue for a 
meeting of the South South Commission, 
ven though Suharto had hosted a visit by 
е commission's head, former Tanzanian 

sident Julius Nyerere. 

“However, it is commercial and eco- 

mic competition that threatens to pit 
Malaysia and Indonesia against each other 
— regardless of common ties of blood and 
: culture. If a single economic factor is likely 
_ to spark a major rift between the two coun- 
tries, it will probably be palm oil. Malaysia 
_ is currently the world's leading producer of 
_ palm oil, which ranks even higher than 
. rubber as a foreign-exchange earner. In- 
_ donesia, with cheaper labour, land and in- 
_ centives to expatriate plantation managers 
_ Чо run its estates, is set to overtake Malaysia 
_ in oil production early next century. Rising 
. prices have already seen India — formerly 
-Malaysia's largest single customer — re- 
-cently switch to buying from Indonesia. 









ther commercial frictions stem 
from Indonesian reluctance to let 
Malaysia Airlines increase its dur- 
5 rent four flights a week to Jakarta 
| Singapore Airlines flies four times a day 
__ to the Indonesian capital — and complaints 
_ that Malaysia's Proton Saga саг is not im- 
. ported into Indonesia, in line with Indone- 
Sian policy to bar all fully assembled foreign 
* automobiles. 
Foreign investment is another issue that 
. links the three countries. Singapore, the 
. most successful in attracting funds but 
hort of labour and land, has been persuad- 
. ing investors to move some of their labour 
. intensive operations elsewhere. Until re- 
cently the Malaysian state of Johor was the 
nly practical alternative to Singapore for 
these investors. However, Indonesia's 
Batam island located near Singapore, is fi- 
tally emerging after years of slow growth 
as a alternative for at least some of the in- 
ustries. 
‘Singapore, which now buys water from 
alaysia and will soon be buying gas, is 
king to avoid becoming overly depen- 
ent on Malaysia. It has recently signed а 
ct to commit 5$400 million (US$215 mil- 
n) to develop Batam, and has indicated it 
ll try to buy both gas and water from In- 
lonesia to diversify its sources, While Sin- 
gapore’s motives may be rational and pru- 
lent — and to some extent provoked by 
ch acts as Kuala Lumpur's recent deci- 
ion to split the two countries' former joint 
— they are little defence 
more atavistic sentiments іп 
a 



























Election fails to break deadlock on economic reforms 





By Charles Smithi in Tokyo 


apanese voters opted for stability and 

the status quo when they returned the 

ruling Liberal Democratic Party (LDP) to 
power in the 18 February general election 
with a comtortable majority of 275 seats in 
the 512-seat lower house of parliament. But 
they may also have opted for a painful de- 
gree of immobility. 

Because the LDP controls the lower 
house but the almost as important upper 
house of parliament, where it was defeated 
in July 1989, the party is likely to face ex- 
treme difficulty in passing legislation. The 
result could be to force the government 
to seek behind-the-scenes deals with the 
opposition — a recipe for 
avoiding difficult deci- 
sions on most issues. 

paralysis which 
threatens Prime Minister 
Toshiki Kaifu's govern- 
ment in the aftermath of 
the poll bodes ill tor 
Japan's relations with the 
US, which some see as 
being on the verge of a 
serious crisis. US de- 
mands for the liberalisa- 
tion of farm imports, in- 
cluding rice, could be dit- 
ficult to meet because all 
of the four largest non- 
communist opposition 
parties, as well as most 
rank and file LDP mem- 
bers, oppose liberalisa- 
tion. 

The rice issue is seen 
as a key to the success or 
failure of the continuing 
Gatt talks, but a refusal by Japan to allow at 
least a token volume of rice imports could 
sour the atmosphere of bilateral trade talks 
with the US. These include the all-important 
so-called strategic impediment initiative 
talks, at which the two countries are discus- 
sing structural changes in each other's sys- 
tems as a means of reducing the trade im- 
balance. 

In order to clear the decks for crucial 
decisions on external trade issues, the 
LDP needs to demonstrate during the 
next few months that it can at least get the 
1990 budget through parliament with- 
out too many hitches. But noises being 
made by the four big non-communist op- 
position parties in the first few days after 
the poll suggest this could be difficult. 


olding patte 





That was the easy part. 





Before tackling the budget itself, the 
government hopes to get opposition ap- 
proval of a ¥5.9 trillion (US$26.95 billion) 
supplementary budget for the current fiscal 
year covering wage increases for public ser- 
vants that are due to be paid out before the 
end of March. The supplementary budget 
does not require approval from the upper 
house because of a constitutional provision 
which stipulates that lower house approval 
only is sufficient to pass laws dealing with 
budgetary issues and for the ratification of 
international treaties. 

The snag is that the draft version of the 
supplementary budget assumes revenues 
from the controversial 3% general-con- 
sumption tax, whose revision was a major 
issue during the Feb- 
ruary election campaign. 
The LDP fought the cam- 
paign on the basis of a 
programme to carry out 
sweeping changes in the 
consumption tax which 
will probably include the 
exemption of food and 
other basic items. Such 
changes, however, would 
require legislation that 
can only be passed 
through the upper house 
with the cooperation of 
the opposition parties. 

An LDP proposal to 
convene ап all-party 
group to discuss tax re- 
form was blocked on 20 
February by opposition 
demands that the tax 
should be frozen for up 
to two vears while parlia- 
ment discusses ways to 
revise it. This represents a retreat from ear- 
lier demands for outright abolition of the 
tax but is clearly not likely to be acceptable 
to the Finance Ministry, which sees the #6 
trillion worth of consumption. tax revenue 
as a crucial factor in its plans for balancing 
the budget. 

The irony of the situation facing Kaifu is 
that, with the exception of the fraught con- 
sumption-tax issue, the opposition block 
seems far from united. The left-of-centre 
Democratic Socialist Party, which suffered 
heavy losses in the 18 February poll, gain- 
ing only 14 seats in contrast with its pre- 
election strength of 25, includes an impor- 
tant minority favouring partial cooperation 
with the 1 LDP in ] Hiament, once the tax 
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gressive and successful campaign. In addition 
to 48 or so sitting members, the faction spon- 
-sored 27 new candidates in the lower house poll 

`“ ahd most of them were elected. With a grand 
total of 62 lower house members, the. Abe 


S group has moved from fourth to second among 


.. the big LDF factions, ranking roughly alongside 
< the group headed by former finance minister 
oe Kiichi Miyazawa. The faction’s increased size 


e D. ide the Abe faction fought an ag- | 


tempt as foreign. minister 


issue itself. As prime minister 
tempt to pursue what he call 
macy,” meaning the search fo 
panese role in world affairs — 
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than mimic US foreign po 
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reacting to crises with the. 
have much time for pe 
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The Buddhist-oriented Komei (or clean 
government) party has also shown interest 
in a coalition, but the Komer's price for such 
an arrangement would probably be the 
freezing of many of the LDP's more contro- 
versial plans for rationalising the economy 
and improving access to imports. The 
Komei's sensitivity on such matters reflects 
its heavy dependence on the support of 
small businesses in such sectors as retail 
trade, where highly organised lobbies are 
campaigning against measures to facilitate 
the opening of large stores. 


scored big gains on 18 February, in- 

creasing its lower-house strength 

from 89 to 136 seats, might be more ready 

than the Komei party to dump small busi- 

. nessmen. But the socialists seem even less 

` likely than other opposition parties to ac- 

cept LDP plans for rationalising the farm sec- 

tor through a policy of gradual rice import 
liberalisation. 

In a policy statement on agriculture pub- 
lished in June 1989, the JSP argued for a 
sharp increase in Japan's grain self-suffi- 
ciency — a proposal implying less rather 
than more imports. JSP addiction to the 
cause of farm protectionism is likely to have 
been intensified by the fact that the party 
picked up six more seats in the Tohoku 

. rice-growing belt of northeastern Honshu 
as result of the 18 February poll, while the 


T he Japan Socialist Party (JSP), which 





LDP lost eight seats in the same region. 

A further point about the JSP, which 
may bode ill for cooperation with other par- 
ties, is the pronounced swing to the Left 
that seems to have occurred in the party's 
parliamentary membership. Although а 
majority of JSP members, including chair- 
woman Takako Doi, are self-proclaimed 
moderates on issues such as Japan's de- 
fence relationship with the US, political 
analysts believe that newly elected JsP MPs 
may turn out to include a high proportion 
of hardliners favouring the party's more 
traditional tough stance on defence issues. 

The JsP's swing to the Left could make 
other opposition parties even less in- 
terested in the idea of joining a JSP-led coal- 
ition to fight the LDP. The party's hardline 
faction might also block attempts by the LDP 
itself to work out behind-the-scenes deals 
for cooperating in putting legislation 
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through the upper house of parliament. 

(Meanwhile, another main leftist party, 
the Japan Communist Party [JCP], lost 10 of _ 
its previous 26 lower-house seats in the _ 
election.) c 

The difficult situation facing the LDP 
after the poll means, in the words of one: 
commentator, that the government might 
before long find itself in an unpredictable 
situation in which Kaifu might have to  . 
resign as the price for breaking a parliamen- _ 
tary deadlock. But the replacement of the: 
relatively weak Kaifu administration by а 
cabinet led by an LDP heavyweight, such. as 
former foreign minister Shintaro Abe, 
would not necessarily improve the party's 
chances of putting through parliament. 
some of the controversial measures whict 
might be needed to defuse trade tension 
with the US. 

According to the commentator, the ont 
way of settling that problem would be for 
the ruling party to build a formal coalition 
with one or more of the left-of-centre oppo-- 
sition parties, probably in return for a sub- 
stantial share of seats in the cabinet. Th 
chances of such a coalition are rated а 
good — but not until after another dissolu 
tion of parliament and a further election 
possibly as early as the first half of 199 
This would give the opposition parties th 
chance to seek a mandate for what woul 
in effect be a fundamental change in- 
country's political landscape. 2s 





























rotesters killed in Nepalese 
nstrations for democracy 


At least 10 people have been killed by 

ce during violent protests in Nepal, 

re a general strike has been called to 

<a campaign for a multi-party 

ocracy. The government of King 

dra has vowed to crush the 

lovement for the Restoration of 

Democracy, which opened its campaign in 
hmandu on 18 February with the first 

demonstrations in 11 years against the 

current partyless system. Violent protests 

. were reported in at least a dozen towns 

. across the country. The movement is a 

. coalition which includes the Nepal 

< Congress Party and the communist party, 

both banned since a two-year experiment 

‘in democracy ended in 1960. 


Amnesty report criticises 
Vietnam on human rights 


> Vietnam's human-rights record was 
criticised in.a February report by Amnesty 
_ International, who visited the country at 
Hanoi's invitation in May 1989. Amnesty 
said that despite reforms intended to 

` guarantee legal rights, it was concerned і Бу 
-continued detentions of political prisoners 
«without trial, reports of torture and 
ill-treatment, and use of the death penalty. 
Jt was told that 130 former military officers 
-and bureaucrats of the pre-1975 Saigon 
government were still being held, though 
the government intended to release them 
soon. Prisoners of conscience held without 
trial include priests, monks and nuns, 

- Writers and artists, and people arrested for 
their ethnic Chinese origin and for 
ttempting "illegal departure." 





Sihanouk and Hun Sen meet 
over Cambodian deadlock 

_» Cambodian resistance leader Prince 
Norodom Sihanouk and Premier Hun Sen 
held talks in Bangkok on 21 February in an 
ittempt to break the deadlock over who 
hould administer Cambodia pending 
iture elections. Hun Sen also met Thai 
fficials before departing for Jakarta for 
alks among the four Cambodian factions 
Scheduled to begin on 26 February. 
ihanouk planned to skip the Jakarta 
meeting and instead return to an area in 
iorthern Cambodia which had been 
aptured by his guerillas in recent months. 
Zarlier, the EC told Asean members at a 
Yeeting in Kuching, East Malaysia, on 18 
ebruary that it would no longer vote in 
ur of the coalition retaining Cambodia's 
seat because the resistance was 
minated by the Khmer Rouge. - 

'anwt ile, Soviet Premier Nikolai 









Ryzhkov reaffirmed in РА оп 17 
February Moscow's support for an 
Australian-initiated proposal for a central 
UN role in implementing a peace 
settlement in Cambodia. But he said 
Hun 5en's regime should be recognised 
as the legitimate government until 
UN-supervised elections were held 
there. 


UN to investigate 
human rights i in Burma 


> The UN Commission on Human Rights 
decided at its meeting in Geneva on 13 
February to appoint an investigator to 
examine human rights in Burma. The 
investigator is expected to submit his 
findings at the commission's next session 
in February 1990. The commission also 
adopted a comparatively strongly worded 
resolution urging the Burmese 
Government to allow "all political parties 
and personalities . . . to participate fully in 
the electoral process and the elections" 
which Rangoon has scheduled for 27 May. 





Taiwan opposition protest 
ends in riot outside parliament 


> Riots erupted on 20 February outside 
Taiwan's Legislative Yuan during elections 
for the house speaker. About 1,000 
supporters of Taiwan independence 
protested at the ruling Kuomintang’s 
selection of a China-born member for the 
post by hurling bricks and turning over or 
setting ablaze 11 police cars. More than 70 
police and demonstrators were injured as 
police beat back crowds with clubs. Inside 


parliament, the opposition Demacratic 


Progressive Party (ОРР) pressed a legal 


technicality to win a first-ever 


postponement of the speaker election to 27 
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jode Tempers were high b D the 
mainlander-dominated national assembly .. 
has convened a session which will elect — 
Taiwan's president and vice-president in 
March. The previous day, DPP national 
assembly members disrupted the 
assembly's opening ceremony. 


Differences remain after 
US defence talks i in Asia 


>» US Defence 
Secretary Dick 
Cheney and his 
counterparts Fidel 
Ramos in the 
Philippines and 
South Korea's Lee 
Sang Hoon, were 
unable to bridge 
differences over 
funding US forces in 
their countries during the American’s 
late-February visit to the region. Cheney’s 
visit to Manila on 19 February was marked 
by mass protests against retaining US 
bases in the Philippines. However, initial 
talks on the future of the facilities were 
scheduled for April. Cheney was unable to 
convince the Philippine Government that 
Washington would be able to restore the - 
cuts Congress had made in aid previously | 
committed for the use of the bases, 
Following the talks in Seoul the previous 
week, local officials indicated they may pay 
US$8 million in addition to the US$300 
million they contribute towards the US. 
troop presence; much less than the 
doubling to US$700 million reported 
sought by the US. 





Cheney. 


China criticises US over 
divestment decision E 
> China's official Xinhua newsagency c on n 
19 February responded harshly to the US — 
Government's recent order that a Chir ese- 
state-owned enterprise divest itself ofa US- 
aircraft-parts manufacturing company on 
the grounds that it could threaten US > 
national security. Xinhua asserted that the- 
acquisition last November of the US у 






company Mamico Manufactu: ing by the 
China National Aero-Tect nology Import. 


and Export Corp. was completely legal and 
involved low-level civilian aircraft 
technology that would not affect US 
security interests. Meanwhile, US 
legislators are preparing for an expected « 
congressional battle over the 
administration's China policy in coming . 
months, when some congressmen w 
argue that a Us law w ее of 
foreign goods produced ру і 
should apply to China beca 
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Executive Extra. World Class privileges for the business traveller. Exclusive Executive Extra 

, s and suites. CX hensive business centres and 1 »es. Personalized butle 
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service with attention to detail. Experience the privilege of Executive Extra's personal service 
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Our Korean spirit is moving in the air. It’s a spirit of untiring service, ceaseless effort and ageless charm th 
of the world’s most modern fleets. And a spirit that soars around the globe to 40 cities in 19 countries « 


KOREAN SPIRIT: KOREAN DEDICATION. 


lows from Korean traditions perfected over thousands of years. A spirit advancing into the future with one 
- continents. Fly with us soon and you'll experience the dedication to excellence that could only be Korean. 


THE SPIRIT OF KOREA IS IN THE AIR 





All that glitters 
is not gold. 





As every tourist knows, gold is some- 
thing one can be offered almost anywhere. 
And which the cautious traveller wouldn't 
buy just anywhere. 

Real gold is a different matter. Quality- 
controlled by authorized experts. Turned 
out by qualified refineries. Argor-Heraeus 
SA, a subsidiary of UBS, is one. It uses 
state-of-the-art production methods. And 
employs several sworn-in assayers thor- 


UBS. The bank of experts. 


) YOUNG & RUBICAM 


"m 
[x 


ADVICS 


Real experts 


consult experts 


oughly familiar with Switzerland’s rigorous 
precious metal laws. 

Zurich is one of the world’s leading 
places to trade in gold. And one of the 
world’s leading experts is UBS, the largest 
Swiss bank with an international network, 
one of only a few AAA banks worldwide. 







g) Union Bank 
of Switzerland 





UBS in Asia, India and Australia: Branch Offices in Hong Kong, Singapore and Tokyo; Representative Offices in Bombay, Osaka and Taipei; 
UBS (Capital Markets Group), Tokyo Representative Office: UBS (Trust and Banking) Ltd., Tokyo; UBS Phillips & Drew International Ltd., Tokvo: 
UBS Australia Ltd., Sydney. Head Office: Union Bank of Switzerland. Bahnhofstrasse 45. ( H-8021 Zurich. 
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Hindu revivalists look strong in state polls 


Awkward | allies 


By James Clad in New Delhi 


rime Minister V. P. Singh's National 
Front government has good reason 
to hope that state elections on 27 
February will repeat the Congress party's 
rout in last November's general election. 
But the trend will not necessarily rebound 
to Singh's longer-term advantage: Hindu 
revivalists within the National Front be- 
longing to the Bharatiya Janata Party (BJP) 
seem set to win power in as many as four 
of the eight states holding polls across 
northern and central India. 

The Congress governments which now 
rule the states (and one southern territory, 
Pondicherry) where 210 million voters will 
elect 1,619 legislative assembly members 
are in a sorry condition. They are crumbling 
in the face of the still-palpable anti-Con- 
gress mood flowing on from last November 
and untempered, as yet, by disenchantment 
with Singh's new central government. 

The decline of Congress is also hastened 
by factional bickering in the largest of these 
states — Bihar, Gujarat, Madhya Pradesh, 
Maharashtra and Rajasthan. Congress 
leader and former prime minister Rajiv 
Gandhi's political survival now hangs on 
his ability to stem to tide. 

By mid-February, however, most re- 
ports described Gandhi as drawing 
mediocre crowds as the campaign began. 
He remains vulnerable to fresh investiga- 
tions by the Singh government into the 
Bofors arms puchase scandal (REVIEW, 28 
Sept. 89). Much of the party's old guard 
treats him with disdain. 

Yet an anti-Congress sweep of northern 
and central India could still elude the cen- 
tral government. This is because crucial seat 
adjustments between anti-Congress par- 
ties, so pivotal in evicting Gandhi from 
power last November, are incomplete. 

The key adjustments concern the BJP 
and Singh's own Janata Dal, the strongest 
pillar of his government and now a major 
force in the "Hindi Belt" running from 
Rajasthan to Bihar. The BJP, a cadre-based 
party promising a Hindu renaissance, rock- 
eted from two to 84 parliamentary seats in 
November. BJP leaders now feel they were 
generous to a fault towards Janata Dal in 
fielding candidates before the general elec- 
tion. 

The BjP is now less solicitous of the 
Janata Dal. In many state electorates BJP 
and Janata Dal candidates will run against 
each other on 27 February, creating three- 
cornered contests that usually favour Con- 
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gress. On one issue, however, the BJP has 
come to Singh’s rescue: it persuaded part of 
its membership belonging to an association 
called Vishwa Hindu Parishad (VHP) to 
postpone extremely controversial plans to 
commence building, on 14 February, a 
Hindu temple at Ayodhya, in Uttar Pra- 
desh, on a site now occupied by a mosque 
(REVIEW, 14 Dec. '89). 

VHP general secretary Ashok Singhal's 
gesture has definitely created positive elec- 
toral fallout for the government and for the 
Janata Dal. “The problem in Ayodhya has 
been pending for the last four hundred 
years,” he said. “We can surely give four 
months to the new government.” 

Factionalism within the Janata Dal itself 
also gives Congress a chance to escape a 
total electoral hammering. Dissent within 
the party is most obvious in Bihar, India's 
second most populous state, where Con- 


Singh; 
gress Chief Minister Jagannath Mishra may 
yet retain power in state which is now a by- 
word for violent, oppressive and corrupt 
politics. 

The Janata Dal also must grapple with 
another liability, one posed simply by its 
enforcement, as the government, of the na- 
tion’s laws. “Anti-reservation agitation” 
since November has pitted middle or 
higher caste Hindus against constitutional 
provisions giving preferential placement in 
jobs and schools to people belonging to 
backward castes or tribes. An organised ex- 
pression of backward caste sentiment, the 
Bahujan Samaj party, is now making elec- 
toral inroads in Madhya Pradesh at the ex- 
pense of Congress and, indirectly, to the 
advantage of the BJP. 

Most observers in New Delhi expect the 
BJP to come to power in Madya Pradesh, 
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protest at anti-Muslim violence: elections 


where the party won 27 of 40 parliamentary 
seats last November. The BjP's message 


may also yield it assembly majorities in 
Himachal Pradesh, Rajasthan and Gujarat. 
A solid band of BJP state governments 
would reinforce the party's parliamentary 
hand, strengthening its indirect influence 
over government policymaking in such 
matters as a separate legal system for 
India's 120 million Muslims and foreign po- 
licy. 
Hindu revivalism wears a troubling 
guise in Maharashtra, Bombay's home 
state, where the fundamentalist Shiv Sena 
in league with the BJP aims to wrest power 
from Chief Minister Sharad Pawar's Con- 
gress government. Shiv Sena's inflamatory 
rhetoric against Muslims characterises its 
campaigning. If this coalition wins power 
Hindu-Muslim communal tensions could 
rise. 

The only straight win for Janata Dal in 
the state polls may be in Orissa, which 
voted overwhelmingly for Singh's party in 
November. In Pondicherry and in Aruna- 
chal Pradesh the Congress seems set to 
stay in control. And at 12 February polls in 
the easternmost (and inantly Chris- 
tian) state of Manipur, the results of con- 
tests for 50 of 60 assembly seats favoured 


P2 ub. 
may further inflame communal tensions. 


Congress and its allies, though only by a 
shave. 

Apart from the state assembly contests, 
three parliamentary seats are being poll- 
ed again on 27 February — in Madhya 
Pradesh, Tamil Nadu and West Bengal — 
because irregularities last November led to 
nullification of the result. The polls do not, 
however, include the ethnically troubled 
state of Assam, which has 17 parliamentary 
seats. 

Before the November 1989 general elec- 
tion, the Election Commission had prom- 
ised a separate poll for Assam in January. 
Although the electors’ roll has been com- 
pleted reports suggest that December is 
the earliest date for a joint state assem- 
bly/parliamentary poll. Assam's last state 
election, widely boycotted, was held in De- 
cember 1985. = 
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ily Lau i in Hongkong 


theory it was an historic moment: 
ongkong’s future status as an au- 


was enshrined in a constitution, the Basic 
Law. The reality was different. Many of 
dlongkong's Basic Law drafters returned 
from Peking a dispirited and apologetic 
bunch, their views ignored by China, 
_ which had come to a secret deal with Bri- 
tain on the territory's political develop- 
ment. 

_ Just as the 1984 Sino-British joint dec- 
_laration on Hongkong's future was the pro- 
_ duct of secret negotiations between Peking 
and London, the final decision on the terri- 
. tory’s future political system has also been 
settled directly between the two govern- 
-. ments. The decision was made with only 
__ Notional participation of the British colony’s 
. ` 5.6 million people, who will be returned to 
|. Chinese rule in mid-1997. 

s The Sino-British decision, | which 
t emerged on 15 February, limits the number 
-. of the territory's legislators returned by uni- 
-versal suffrage to 20, or a third of the 60 
total. It was hammered out in a highly pub- 
cised deal struck between the Chinese and 
ritish governments (see table). The deci- 
ion was approved without further ado on 
6 February by the Peking-appointed Basic 
Law Drafting Committee (BLDC), which 
comprises mainland and Hongkong mem- 
bers who had originally been charged with 














sic Law drafters handed a fait accompli 


^ ckro о 1 betrayal 


drawing up the post-1997 political model. 
To cap it Hongkong people were shown 
their future flag; which uses the native 
Bauhinia flower surmounted with red 
Stars. 

In the voting on the future political sys- 
tem, seven BLDC members voted against 
and one abstained. Presumably all were 
Hongkong members since mainland mem- 
bers were unlikely to have voted against 
the Basic Law. If this number was added to 
the four Hongkong drafters who had either 


| ‘Triumph of convergence’ { 
Hongkong legislature through 1997 ic 


Election 
committee 





resigned or been expelled earlier, that could 
mean almost half of the 23 Hongkong 
drafters were against the final decision. 
The Basic Law, designed to serve 
China's future Hongkong Special Adminis- 
trative Region (SAR), is to be promulgated 
by China's National People's Congress 
(NPC) in March. A referendum in Hong- 
kong to determine whether the territory's 


portant sec- 


Law dra ft was another- 
source E concern. Fo "exam ple, there were 
no details on how: propos ed electoral col- 


leges, which will select the chief executive 
and 10 legislators, are to be formed. 

Even before the Basic Law was formally 
approved by the BLDC, British Foreign Sec- 
retary Douglas Hurd unveiled the Sino- 
British decision on the future political sys- 
tem to the British Parliament, saying the 
move cleared the way for the introduction 
of 18 directly elected seats to Hongkong's 
Legislative Council (Legco) next year. 

While conceding that the pace of politi- 
cal reform, as reflected in the Basic Law, 
was not as fast as many Hongkong people 
or the. British Government would like, 
Hurd argued that the agreement is “in the 
interest of continuity" and "makes good 
sense for Hongkong." Both Hurd and the 
Hongkong Government maintain that they. . 
will continue to press Peking for more rapid 
democratisation of the territory in the run- 
up to 1997 and beyond. However, Peking 
officials insist that the Basic Law will not be 
amended before 1997. 

A British official said a proposed British 
nationality package for 50,000 "key" civil 
servants and private-sector professionals, 
plus their families, would help Britain stave 
off a possible collapse of Hongkong’s ad- 
ministration and economy. The package is- 
designed to provide a "safety net." | 

For its part, the Chinese Government 
has betrayed no worry of impending doom 
in Hongkong. Paramount leader Deng 
Xiaoping and other top Chinese officials - 
met BLDC members on 18 February and · 
praised them for producing what Deng call- 
ed a "creative masterpiece" with historical. 


















TAIWAN 


MP a tM 


» Sici Ada Awanohara in Washington - 





art of the battle for the political 
Р leadership of Taiwan moved to the 
. US юга brief period when Chiang 

uo — a Kuomintang (KMT) old guard 
m the Chinese mainland and now Na- 
al Security. Council chief — visited here 
à “lecture tour. & While ао E 

















0 п he Ts choio if called upon "s serve 
ept his options. open. 





Chiang, t the last survivin в. son of Chi- were to give a talk on 13 February at a 


MT old guard may still have a candidate 


iC 10 € of a dynasty 


nese nationalist strongman Chiang Kai- 
shek, had left Taipei for the US just before 
the KMT central committee plenum on 11 
February where President Lee and his cho- 
sen running mate Li Yuan-tzu were en- 
dorsed by the long-ruling party as presi- 
dential and vice-presidential candidates 
(REVIEW, 22 Feb.). Before the plenum, there 
was speculation that Lee would be chal- 


"996 by the KMT old guard, including 
Chiang. The national assembly will for- 
. mally choose the president and уісе-ргеѕі- 


dent in March. 
Chiang's main programmes in the US 


Washington think-tank on the 1989 Tian- 
anmen Square massacre in Peking and 
Taiwan-mainland relations and to attend a 
dinner in his honour the next day or- 


. ganised by head of the US Global Strategy 


Council (a. private discussion group) Ray 
Cline — a former CIA station chief in Taipei ^ 
and an old friend of the Chiang family. — 

In his invitation letter to the dinner, — 
Cline suggested that Chi 





hiang's visit was or- — 
ganised at short notice “because of Gen- - 
eral Chiang's difficulties in arranging his 
schedule.” Cline told the invitees that 
Chiang “is a very popular candidate to be- 
come vice-president of the Roc [Republic of _ 
China] i in the election this March," remind- © 
ing them: “Of course you know he is the - 
second son of late Pr н nt G issimo 
Chiang Kai-shek.” ы ле уы 
;On. ERI Fe xuary € үй 

















Taiwan. televisi 













p" international - _ significance “f 
а vhole of mankind. 
- Deng's enthusiasm was hardly shared 
dn Hongkong, where many people have 
long dismissed the Basic Law drafting pro- 
cess as a sham — a view supported by the 
deal most recently struck between Peking 
and London. Leaders of the territory's pro- 
democracy lobby denounced the decision 
on the future political system — which they 
say blatantly. ignores Hongkong people's 
. wishes for a faster pace of democratic re- 
. form -- and demanded that it be amended 
` to better reflect political aspirations here. 

To date, however, the pro-democracy 
Jobby has failed to rally much support for 
its cause. Demonstrations organised by the 
lobby and students attracted only a few 
thousand people, a far cry from mid-1989 
when up to 1 million people took to the 
streets. in support of pro-democracy dem- 
"onstrátions in China. 

Reaction from non-government mem- 

‘bers of Hongkong’s policymaking Execu- 
five Council (Exco) and Legco — collec- 
tively known as Omelco ~ also was sub- 
dued. A political model put forward by 
Omelco, under which one-third of Legco 
would have been directly elected in 1991 
and entirely so elected by 2003, was dis- 
missed out of hand by the Chinese Govern- 
ment. Peking said the model had been in- 
stigated by Britain and did not reflect the 
aspirations of Hongkong's people. 

After the announcement of the Sino- 
British decision on the future political sys- 
tem, Omelco members issued a bland state- 
ment saying that the Basic Law decision 
“falls short of the pace recommended by 
Ormelco.” But echoing the business lobby 
and pro-Peking political activists, Senior 

Exco member Dame Lydia Dunn urged the 
public to stop bickering and work together 
to make the 1991 direct elections a success. 
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Throughout the drafting process, de- 
bates were focused largely on the mode of 
Legco elections. Crucial issues such as the 
powers and selection of the chief executive, 
the powers of the legislature and the re- 
lationship between the legislature and the 
chief executive were decided with little ar- 
gument. 

The political model which emerged 
bears a close resemblance to the old colonial 
system, in which power is concentrated in 
the hands of the executive, with few checks 
and balances. But unlike the colonial sys- 
tem, senior SAR officials, appointed by Pe- 
king, cannot hold foreign citizenship or 
even have right of abode in another coun- 


Under the Basic Law, Legco will be 
dominated by members elected by so-called 
functional constituencies, each represent- 
ing a key profession in or sector of the com- 


















THE FIVE WHITE FEATHERS 


munity. These members. will ‘occupy halfo 
all Legco seats: The concept was introduced 
by the British in 1985 and was favoured 
the local establishment and by Peking. - 

To ensure “convergence” of pre-1! 
and post-1997 political systems, Peking an: 
London agreed to create a "grand electoral 
college" in 1995 to choose 10 айди 
Legco members. m 

The Basic Law also states that in X 
thete will be a review of the selection pi 
cess of the chief executive, who initially у 
be appointed by Peking. Any changes 
the selection process would be difficul 
however, because changes would require 
approval of the NPC standing committee, 
two-thirds of Legco and the chief executive 
himself. Similarly, any proposals to change _ 
the nature of Legco elections in 2007 must 
be approved by the chief executive and _ 
two-thirds of Legco. ы 





Ching-kuo, had ruled out another Chiang 
succeeding to the Taiwan presidency. 
Chiang Ching-kuo told Time magazine in 
September 1985 and declared publicly at a 
Constitution Day rally in December 1985 
that a Chiang family member would not 
succeed him to the presidency. Both 
Chiang Wei-kuo's supporters and detrac- 
tors were surprised by the general’s asser- 
сноп, trying various explanations from their 
- respective points of view. One interpreta- 
=< боп is that Chiang Ching-kuo’s succession 
`. statement applied to his own son Chiang 
` Hsiao-wu (who has just become Taiwan's 
`. quasi-official representative in Tokyo), and 
not to Chiang Wei-kuo. 
In his lecture оп Tiananmen, Chiang 
sounded sympathetic to the Chinese com- 
. munist leaders, which also gave rise to va- 
= rious interpretations about his political in- 
<. tentions, and dinner guests on 14 February 
ebated as to whether Chiang's brief after- 
inner talk on strategy amounted to a 






"campaign speech." The abstract talk on di- 
mensions of national strategy — political, 
economic, psychological as well as military 
— did not betray political ambition. But 
Chiang kept referring to “my late father’ 
and at times expressed views “with [the 
father’s] approval,” which some took as the 
son's claim to political legitimacy. 

Chiang refused to endorse the can- 
didacies of Lee and Li and suggested that 
while he would not actively seek office, he 
had no right to refuse if people wanted him 
to become a candidate. 

There is divergent reaction to Chiang/s 
behaviour and the KMT leadership wrangle 
of which it is a reflection. At one extreme is 
the view that the defeat of the Lee-Li slate 
by the "dinosaurs" of the national assembly 
would be disastrous for Taiwan's budding 
democratic experiment. "Taiwanese people 
will rise up against the KMT and against 
the government” if another Chiang 
is installed, said Parris Chang, a US po- 























litical scientist of Taiwanese origin. 
Various other scenarios are perhaps 
more likely. Lee might become president! 
but have to work with a vice-president no 
of his choice, or the Lee-Li slate might pre- 
vail but only after bargaining away their 
power and effectiveness, he said. Elderl 
mainlanders in the national assembly have 
already set forth as the price of their vote a 
charter of demands that would shore ur 
their grip on government institutions. 
But even Chiang's old friends in the 
are circumspect about supporting him. 1 
tired general John Singlaub, attending 
Chiang dinner, was quoted as say 
"Chiang would be a great president bui 
would not be in keeping with the ti 
democracy does not deal in dynasties 
Anna Chennault said cryptically that po 
cians ought to be close to the people and tk 
stability was important, refusing to elal 
rate. She added that "Lee's Eo 
utilise Chiang's considerable talents.” 





plagu р е оп 1 both 


By Jacqueline Rees i in Canberra 


Australians go to the polls on 24 
А y March іл а mood of profound disen- 
ЗА chantment with both major political 
е ey are disillusioned with Prime 
Minister: Bob Hawke and his seven-year 
Labor government. But they are not in- 
` spired by opposition leader and former for- 
eign minister Andrew Peacock, heading 
. the Liberal-National coalition. 
Peacock needs to win only 10 seats to 
. take power from Labor, which currently 
. holds 83 of the 148 seats in the lower house 
. Of parliament, where the government is 
. formed. In seven seats, Peacock needs less 
. than a 2% vote swing; in three seats he 
. needs less than 2.6%. (Only half of the 76 
-= senators who occupy Australia’s upper 
_ house go to the electorate at this poll. Cur- 
rently, a minority party, the Australian 
_ Democrats, holds the balance of power in 
. the senate, which can block legislation.) 
_. Analysts believe the poll will be very 
. cose, and the outcome could well depend 
оп the preference votes of minor parties. 
. Minor groupings, such as the Democrats, 
_ independents and Greens, have made big 
. inroads into major party votes for lower- 
. house seats in recent state elections and by- 
. elections. Efforts on the part of both parties 
_. to win back disaffected voters will be a ma- 
. fer feature of this campaign. 
(| Hawke announced the election by tell- 
_ ing Australians: “I deeply believe that the 
decision in this election will essentially de- 
_ termine the sort of character of the nation 
. that we're going to go into the 21st century 
.. With." But all polls show Australians deep- 
- ly pessimistic about either side's ability to 
.. handle the challenge. 
_. Voters clearly see economic issues as the 
most important. Hawke's boast that no 
previous conservative government could 
tch his record on economic deregulation 
old comfort to Australians struggling 
der continuing 7-8% inflation; 17% home 
interest rates; already reduced living 
ndards, and the knowledge that any sol- 
on to the country’s chronic balance-of- 
payments problems was as far away as 
er, whoever was in charge. 
At the last federal poll, in July 1987, 
Labor achieved less raw votes than the 
coalition but saved its government “ie 






















spilled over into the federal arena. 





This ВЕЕ state problems seem кк to 


affect Labor the worst, especially in Victoria 
and Western Australia. A redistribution 
gave the Liberals two extra safe seats in 
Western Australia. Federal Labor feared the 
record of the state Labor government — 
whose involvement with private business 
in what became known as "WA Inc." may 
cost taxpayers some A$700 million (US$525 
million) — would turn at least nine federal 
Labor seats to the coalition. Now, Labor 
strategists hope that the replacement of in- 
cumbent premier Peter Dowding by Car- 
men Lawrence, Australia’s first woman 
premier, will help stem big losses. 
Victoria, another Labor state govern- 
ment plagued by economic mismanage- 
ment, could well be the key to the election. 
The state has 10 marginal seats and the Lib- 
erals are justified in being optimistic about 


lies will pour a lot of anergy is Queenis- | 
land. Some Labor strategists were hoping 
to pick up seats in Queensland in the wake _ 
of the victory by Labor's Wayne Goss in the - 
state poll earlier this year, which saw the 
end of the disgraced National Party govern- 
ment. 

More than any other state, however, 
Queensland has suffered from the tourism 
slump brought on by the domestic airlines 
pilots pay dispute, which many people see 
as having been unnecessarily aggravated 
by Hawke. 

And while Labor will dangle the carrot 
of its record on the environment before vot- 
ers, the Green vote looks like being so split 
as to be ineffective. 

Success in Australian politics has tradi- 
tionally lain in being able to cápture the 
middle ground. For the major parties to 
have to gear their campaigns towards at- 
tracting the preferences from minor parties, 
indicates the depth of the electorate's belief 
that no one on offer has the capacity to lead 
the nation into the 21st century. E 


Last chance to lead 


From the time. he en- 
tered the federal parlia- 
ment at the age of 27 in 
1966, Andrew . Peacock 
was singled out às a fu- 
ture Australian prime 
minister. But this federal 
election is his last chance 
at landing that job. Не 
succeeded. long-serving 
` former. prime . minister 
Sir Robert Menzies to 
the blue ribbon Liberal 
“seat of Kooyong in Vic- 
—toria and, like Menzies, - 
suffered several. set- [NM 
backs in his career, most. Я 
notably when he lost the . 
`: Liberal. parliamentary — 


- party leadership to John Howard i in n Sep ч 


2 tember 1985. 
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- gains dor the Liberals. 
| Hie hos come bruh - 
two failed marriages _ 
_ with great dignity, par- . 
ticularly | the first when- 
l| his wife, Susan, ran off - 
with British pools mag- . 
CA — i nate Robert Sangster in — 
"VAS HL a blaze of publicity, leav- 
xi ing him to bring up their Ux 
us three daughters. — 
^ `. Peacock took on. 
Fraser too at one stage, Eo 
„resigning - from the - 
. cabinet in 1981, when he _ 
ff. | held the industrial rela 
| tions portfolio, because _ 
of the g government's s eco 
a wees of the Cambo- _ : 



















` However, Peacock. came ‘back a MN 
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Violence reflects ethnic unrest in border republics 


Fraying fringes 


By Sophie Quinn-Judge in Moscow 
T he Tajikistan capital of Dushanbe, 








until recently one of the quieter cor- 

ners of the Soviet Union, was hit by 
an outbreak of violence in mid-February. 
The immediate cause of the disturbances 
was the supposedly preferential treatment 
shown to a handful of Armenian refugees 
in the allotment of flats. But, as in ethnic 
violence which flared last summer in 
another, larger Central Asian republic, Uz- 
bekistan, the underlying causes seem to be 
growing unemployment compounded by 
heightened awareness of ethnic tensions. 

The several thousand demonstrators 
who gathered in front of the Tajikistan re- 
publics communist party headquarters on 
12 February were assured by party first sec- 
retary Kakhar Makhkamov that only 
around 40 Christian Armenians had fled to 
Dushanbe from Azerbaijan. They had 
stayed with friends and relatives and then 
left the republic, he said. But this did not 
stop a crowd of mainly young protesters 
from going on a rampage which left up to 
27 dead, and resulted in the burning of the 
city bus station and a maternity hospital. 

In a pattern that seemed similar to last 
year's unrest in the Fergana valley, moder- 
ate nationalist demands raised in public 
meetings were overshadowed in Dushanbe 
by rumours and extremist leaflets. 
Rumours reached Moscow of planned pog- 
roms against “unfaithful Muslims” and 
ethnic Russians. The Interior Ministry 
claimed that leaflets were appearing in re- 
gions bordering Tajikistan, which called for 
all Russians to leave Central Asia. 

This may have been references to at- 
tempts by mujahideen groups within the 
sizeable Tajik community in neighbouring 
Afghanistan to proselytise their ethnic and 
religious brethren within the Soviet Union. 
The Tajik mujahideen commander Ahmed 
Shah Masud, who has run one of the most 
effective campaigns against the Soviet-back- 
ed Kabul regime, is reported to have sent 
agents and religious pamphlets across the 
border in recent months. 

Tajik demands for jobs and better hous- 
ing, however, appear to be what fuelled the 
crowds who continued to gather in 
Dushanbe up until 15 February. Among 
Tajikistan’s rapidly growing population of 
ethnic Tajiks, there are said to be 70-200,000 
unemployed, mostly young people. Ref- 
ugees from an earthquake in the republic 
last winter are still living in tents and other 
makeshift homes. 
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Tension among the ethnic groups is 
heightened by the growing perception 
among Tajiks that they have had their lan- 
guage and history stolen from them. Since 
the Cyrillic alphabet was introduced in 
1940, relatively few Tajik classics have been 
transcribed from Arabic script. Now intel- 
lectuals complain that even cultural leaders 
such as actors and scientists speak their na- 
tive language poorly. 

An extraordinary plenum of the repub- 
lics communists on 15-16 February did not 
result in the leadership changes which the 
demonstrators had called for. Makhkamov 
was confirmed in his post, as were the 
chairmen of the Supreme Soviet and the re- 
public's council of ministers. An apparent 
challenge to the leadership by the 35-year- 
old state-planning chief, Buri Karimov, was 
defeated. Karimov had been named head 
of a temporary "people's committee" form- 
ed during the demonstrations a few days 
before the plenum. 

One outcome of the violence has been 
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Muslim rally in Dushanbe. 


the formation of pro-Moscow armed self- 
defence forces, who claim to have “tens of 
thousands of Tajiks” among their 143,000 
members. They have linked up with the 
“international front,” ог “inter-front,” 
started in the Baltic republic of Estonia, 
with the aim of preserving the Soviet feder- 
ation. According to Trud, the trade union 
newspaper, these self-defence forces are 
helping city and regional party committees 
to patrol Dushanbe. к 
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n Cambodia, it is common to hear ех- 
pressed the view that “Pol Pot was 
worse than Hitler." This is because 
."the Nazis killed Jews but not Ger- 
ans," whereas "Pol Pot massacred his 
wn Khmer people." The first claim is in- 
rect, of course, but the second is true: 
more than 1 million Cambodians died or 
were killed by Pol Pot's communist Khmer 
ouge during their rule from 1975-79. The 
ord “auto-genocide” has since been 
ined to describe extermination of mem- 
rs of one's own race. 

А little-known fact is that the 1948 UN 
onvention on Genocide does cover auto- 
genocide. The crime of genocide consists of 
acts such as “killing members of the group” 

or other acts “committed with intent to de- 
troy, in whole or in part, a national, ethni- 
, racdal or religious group, as such." 
There is no clause requiring genocidists and 
their victims to be of different races. 

. In fact the convention applies to the 
Khmer Rouge regime's persecution and 
aughter of three categories of their Cafn- 
dian victims. These are: "religious 
roups,” such as Cambodia’s Buddhist 
monks; “ethnical or racial groups,” such as 
the country’s Cham and Vietnamese 
minorities, and at least one "part" of the 
ajority Khmer "national" group — the 
stem Khmer population from the pro- 
wes near Vietnam (and possibly the 
Khmer urban population too). All were 
targeted for destruction "as such," and are 
therefore cases of attempted genocide by 
the Khmer Rouge. 

_ As early as March 1976, a Pol Pot regime 
memorandum divided up what.it called 
“the authority to smash people inside and 
outside the ranks." Some political killings 
ore held to be the prerogative of the 
ntre,” others were delegated to the re- 
gime's regions. Thus, the Pol Pot group for- 
ally legitimised the murder of perceived 
onents. Who were these opponents? 
ol Pot's government definitely im- 
ed a policy of eradicating Buddh- 
ye-witness testimony abounds about 
Khmer Rouge massacre of monks and 
forcible disrobing and mistreatment of 
ivors. For example, of a total of 2,680 
ist monks from eight of Cambodia's 
monasteries, only 70 monks were 
d to have survived in 1979, 














st one year." 





1 а study of the subject, specialist - 
ou Boua pointed. that "Buddhism . 
eradicated from the face of the пш, Ss 

"s 4 баг estimated for Cambodia’s city dwellers 
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By Ben Kiernan 


Cambodia before 1970 were the Vietnam- 
ese, the Chinese and the Muslim Cham. 
Unlike most other communist govern- 
ments, the Pol Pot regime's view of these 
and the country’s 20 other national 
minorities, who had long made up more 
than 15% of the Cambodian population, 
was virtually to deny their existence. The 
regime officially proclaimed that they total- 
led only 1% of the population. Statistically, 
they were written off. 

Their physical fate was much worse. 
The Vietnamese community, for example, 
was entirely eradicated. About half of the 
400,000-strong community had been expell- 
ed by the US-backed Lon Nol regime in 
1970 and several thousand were killed in 
pogroms. More than 100,000 others were 
driven out by the Pol Pot regime in the first 
year after its victory in 1975. The rest were 
simply murdered. 

In more than a year's research.in Cam- 
bodia since 1979, I could not find a Viet- 
namese resident who survived the Pol 
Pot years. However, plenty 
of witnesses from other 
ethnic groups, including 
Khmers who were married 
to Vietnamese, testify to the 
terrible fates of their Viet- 
namese spouses and neigh- 
bours. This was a campaign 
of systematic racial extermi- 
nation. 

The Chinese under Pol 
Pots regime suffered the 
worst disaster ever to befall 
any ethnic Chinese com- 
munity in Southeast Asia. 
Of the 1975 population of 
425,000, only 200,000 Chi- 
nese survived the next 
four years. Ethnic Chinese 
were nearly all urban. They were seen by 
the Khmer Rouge as archetypal city dwel- 
lers and, therefore, as prisoners of war. In 
this case, they were not targeted for execu- 


tion because of their race per se but, like 


other evacuated city dwellers, were made 
to work harder and under much more de- 
plorable conditions than rural dwellers. The 
penalty for breaking minor regulations was 
often death. This was systematic discrimi- 
nation based on geographic or social origin. 
The Chinese succumbed in particularly 


large numbers to hunger and to diseases 


like malaria. The 5096 of them who 
perished is a higher proportion even than 


The Pol Pot 
regime can 
still be held 
accountable 
for its crimes 
in the world 
court 


| survived. 















































Further, the Chinese ТИНТЕ like all 
foreign and minority languages, was ban- 
ned and any culturally and ethnically dis- 
tinguishable Chinese community was not 
tolerated. That was to be destroyed “as 
su 

The Muslim Chams numbered at least 
250,000 in 1975. Their distinct religion, 
language and culture, large villages and 
autonomous networks threatened {һе 
atomised, closely supervised society that 
the Pol Pot leadership had planned. 

An early 1974 Pol Pot document records 
the decision to “break up" the Cham 
people: “Do not allow too many of them to 
concentrate in one area.” Cham women . 
were forced to cut their hair short in the 
Khmer style, not wear it long as was their 
custom. Then the traditional Cham sarong 
was banned, as: peasants were forced to 
wear only black pyjamas. In addition, re- 
strictions were placed upon the Cham's re- 
ligious activities. 

In 1975, the new Pol Pot government 
turned its attention to the 
Chams with a vengeance. 
Fierce rebellions broke out... 
In: one case, the authorities 
attempted to collect all 
copies of the Koran in a vil- 
lage, whose . inhabitants 
staged a protest demonstra- ` 
tion. Khmer Rouge troops 
fired into the crowd and the 
Chams then took up. swords —— 
and knives and slaughtered - 
half a dozen troops. The re- 
taliating armed forces mas- 
sacred many Chams and pil- 
laged their homes. I 

` Soon the Pol Pot army - 
forcibly emptied all 113 
Cham villages in the coun- 
try. About 100,000 Chams were mas- 
sacred, ana the s survivors were е dis P Tsedin —— 
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m Finally of the majority Chines 15% of 
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By: Michael Vatikiotis in Jakarta 





| mid sign signs that Washington is pre- 

pared to resume talks with Hanoi on 

the normalisation of relations, an in- 
formal dialogue between the US and Viet- 
nam in Bali left both sides with the impre- 
ssion there were still fundamental obstacles 
to overcome. Nevertheless, the 14-17 Feb- 
ruary meeting, organised by the moderate, 
Washington-based Aspen Institute, be- 
tween senior Vietnamese officials and a 
group of US congressmen, businessmen 
and academics, did lay the basis for a reg- 
ular forum. 

Particular significance was attached to 
the presence of US Sen. Charles Robb who 
is regarded as a promising Democratic 
Party candidate for the presidency in 1992. 
An added colourful dimension for the Viet- 
namese was the chance to come face to face 
with one of former US president Lyndon 
Johnson’s daughters, Lynda Byrd, who is 
Robb's wife. Robb served as an officer with 
the US Marines in Vietnam. 


ле real figure i is probably much 
_ higher. But even a conservative reading of 
the evidence: suggests that this massacre 
also falls well within the UN's definition of 
| genocide. 

Further, the perpetrator of all these mas- 
` sacres, the State of Democratic Kampuchea, 
remains a member of the UN, represented 
there by Pol Pots hand-picked ambas- 
-sador. Since 1979, all Western and Asean 
countries have refused every opportunity 
to challenge the Pol Pot regime's right to 
speak for.its victims, though the European 
Community has announced their support 
will end. 

‘But ironically, one last chance derives 
from this. While still a member state of 
Ње UN, the Pol Pot regime can be held 
accountable for its crimes in the World 
‘Court. And its overthrow has meant that 
the evidence could be gathered against 


it. Participants on both 
The chance is unique in the annals of sides dearly felt that сһапр- 
mass murder. Failure to seize it will un- | ing geopolitical conditions in 


the region now make nor- 
malisation of ties impera- 
tive. 

But Hanoi is painfully 
aware of the influence the 
US Government has, not 
only over American com- 
panies which are barred 
from investing in  Viet- 
nam, but also over the Ja- 
panese and other Asian 
countries for whom "if the 
Americans sneeze, the deal 
with us is off," the adviser 
said. 

During the meeting, Vietnam was stri- 
dent in its calls for the US trade and invest- 
ment embargo to be lifted. At one point a 
senior Foreign Ministry official argued that 
^it was now or never" for US business to 
invest in Vietnam. Participants, among 
them  Hanoi's chief foreign-investment 
adviser, Harvard-trained banker Nguyen 
Xuan Oanh, insisted that economic reforms 
were in hand. They also tried to soothe US 
ideological sensibilities with claims that 
Soviet aid is drying up. "We used to receive 
three parts aid for one part trade. Now it is 
one-to-one trade on trade," a senior Viet- 
namese diplomat said. 

Some congressmen and a majority of re- 
gional experts argue that US interests in the 


doubtedly encourage future genocidists in 
the knowledge that the UN convention will 
never be applied. The long delay has al- 
ready buoyed Pol Pot's forces, now pursu- 
ing a war to retake power. 

Only fellow members of the UN, who 
have signed the convention without reser- 
vations, can take the case to the World 
Court. Australia and Brunei can and should 
do so. It is in everyone's interest, not only 
to prevent another genocide but also to | 
-help end this war in the region. 

The Pol Pot forces are the major obstacle 
Чо peace in Cambodia. Negotiations have 
< consistently broken down over their role 
- because of Chinese and US demands for 
. the ouster of their only opponent, the Hun 
- regime. А World Court case for 
enocide would threaten international sup- 
рон for Pol Pot, and conviction would 
таке his regime international outlaws. 
This would relax their grip on Cambodia's 
_ UN seat, clearing the major sticking point 
= in the search for а UN-administered peace 
` Settlement. 






Ben Kiernan is a senior lecturer in history and 
olitics at the University of Wollongong, Aus- 
ralia, and is author of How Pol Pot Came to 
wer and co-editor of Pol Pot Plans the Fu- 
e: Confidential Leadership Documents 
m Democratic Kampuchea, 1976-77. 
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US and Vietnamese officials talk -— 





Bush: low priority. 


ing ties with Hanoi because of its сот 
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Bush's list of parie prioriti : 
US businessmen, particularly those selli 
oil and consumer products, the frustration 
was evident. ^ < CES 

"Everybody sees ‘Vietnam: as an eco 
nomic opportunity, but US firms are falling. 
behind," said Eugene Matthews, whose in- 
vestment and consulting firm, Ashta Int 
national, is busy laying foundations in Viet- 
nam for US firms to build on when the em- 
bargo is lifted. One US congressman said 
the recent lifting of a ban on commerce. 
with Vietnam that will let the American 
owned Cable News. Network to sell pro- 
grammes to Vietnam, was an. "important. 
exception which will act as a precedent." T 

Indeed, emotional obstacles to normali- 
sation stemming from the US’ defeat by 
the Vietnamese in 1975 were consistently 
raised at the meeting. For businessmen, 
there is the fear that investing in Vietn 
will set off a domes ic 
backlash similar to that 
generated by the. divest- 
ment campaign in South : 
Africa. * 
On the policy front, the 
twin issues of Americans 
missing in action and verifi- 
cation of Vietnam's. with- 
drawal from Cambodia have 
fuelled congressional resist- 
ance to normalisation. Whil 
congressmen at the meetin 
were willing to admit аі 
these are to some extent 
"bogus issues," none be- 
lieved the time ripe to intro- 
duce legislation on normal 
sation. | 

The Vietnamese expressed bittern 
over what they regard as the Bush ас 
istration’s deliberate resistance to fos 












Bc 












































































































ment to maintaining good relations 
China. | 
Both sides deny they are playing a v 
ing game but nevertheless claim time is 
their respective side. Vietnam argues. 
ping acceptance of the Hen Sen reg 

in Phnom Penh, particularly evide 
Europe, will leave the US isolated in 
support for the resistance coalition go 














negotiating position in Cambodia has ч 
weakened by developments in Mo: co 
and Eastern Europe. я 
















ор People’s Armed Police officials are replaced 


ecurity reshuffle 


A ttt a lak at a rm EP: 


l y Tai Ming Cheung in Hongkong 
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| J ecause of its failure to control last 
years pro-democracy demonstra- 

! J tions, China’s internal security arm, 
A the People’s Armed Police (PAP), is being 
reorganised. Its top chiefs have been re- 


[m placed by new army generals and some 


D. . Tegular military units have been transferred 


` to its fold in Peking, as the leadership tries 


c to shore up the security apparatus against 
|. future unrest. 
v. The PAP's commander since 1984, the 


x ageing Lieut-Gen. Li Lianxiu, and one of 


his three deputies, Maj.-Gen. Fan Zhilun, 


- © were removed, as was the political commis- 
‚ваг Maj.-Gen. Zhang Xiufu and his deputy, 


. Maj.-Gen. Zhang Haitian. The new com- 
.. mander is the People's Liberation Army's 
|. (PLA) 24th Group Army commander Maj.- 

_ Gen. Zhou Yushu, who has two new de- 


_ puties: the PAP chief-of-staff Wang Wenli 


_ ` and the deputy commander of the 15th Air- 
. borne Army Zuo  Yinsheng. The new poli- 


tical commissar is Xu Shouzeng, whose 


background is unknown. The two new 
_ deputy political commissars are Maj.-Gen. 
_ Lu Shouyan, until recently political com- 








-Restricted access 

p |. China S disaffected university students are facing new restric- 
|. tions on their activities, evidently aimed at curbing any revival 
. .. of last year's pro-democracy activism. With much of their study 
time already taken up by political education classes and with 
` poor employment prospects. upon graduation, new regulations 
have been introduced limiting study abroad and further requir- 







D 2 ing students to toe the party line. 


h Ch eine State Education 






| With little hope of any ease in the repression, applications 
for visas to study in the US and other Western countries have 
more than. doubled, embassy | officials. in Peking said. But 





missar of a military hospital in Shanghai, 
and Xu Guibao. 

The PAP reshuffle had been expected, 
but the timing seems aimed to show that 
the changes are not connected with the 
leadership's dissatisfaction with the com- 
manders, but part of a routine reshuffle of 
the top brass. 

Nevertheless, poor leadership was a 
major reason for the PAP’s ineffectiveness 
last year in maintaining order in Peking and 
other cities. The PAP commanders under- 
estimated the seriousness of the distur- 
bances, and failed to mobilise sufficient 
forces in time, requiring the army to step 
in. The PAP has been allocated substantial 
resources since its formation in 1982, with 
more than 500,000 troops, and a well- 
equipped arsenal including small arms and 
non-lethal anti-riot weapons. 

However, the PAP’s poor performance 
last June contrasts with its speedy suppres- 
sion of separatist agitations in Tibet since 
1987. Even before last June’s crackdown, 
PAP ranks have been suffering from low 
morale, a consequence of poor pay and 
career prospects during the booming eco- 
nomic reforms. The pro-democracy move- 


dents had returned. 


students to work ex 





oreign ‚жопу polices i remain that’ ‘only by joining the wor 
Hic now require anyone  ... acquire a correct 
firs ner a at t least five were adopted fol 











AR EASTERN ECONOMIC REVIEW 


E feces 


The five-year rule, coupled with existing | е 
require most graduating students to have at least two years’ — 
work experience before being able to continue with further 
studies, could have a serious impact on Chinese educational o 
standards, especially in the scientific and technologi 0 

The latest restrictions follow the revocation two years ago of as 
mid-1980s reforms which had allowed students to find their __ 
own employment upon graduation. Students now are assigned _ : 
work, usually in unpopular id: provins в or г rural areas, 
adding to discontent. Some t Chin ine 


an education conference i 


As part of. the curre 
nounced in early | Febru: 
dents to take part in various. 
mean political classes and off 
bd up persa on ou 


itio of and ee Soviet Union. | 








leadership is seriously concerned about | 
wavering loyalties in the security and | 
armed forces, especially after the lessons of 
Eastern Europe and in Romania in particu- 
lar. 

significantly, the reshuffle has increased 
the number of PAP deputy commanders 
from three to four and deputy political com- 
missars from one to two, indicating an ex- 
pansion in its size. Since last summer, 
many PLA units sent to Peking to enforce 
martial law are believed to have been trans- 
ferred to the PAP. The new PAP command- 
er, Zhou, is known to have transferred the 
4th Garrison Division from his previous 
command, 24th Army, to the РАР, and 
other armies in the Peking Military Region, 
including the 38th Army, have also trans- 
ferred divisional-sized units. 

This reorganisation is likely, however, to 
spark off bureaucratic turf-fighting for con- 
trol of the PAP between military command- 
ers and internal security chiefs. Although 
the PAP is ultimately under the Central Mi- 
litary Commission, which is responsible for 
military-related affairs, operational control 
of it belongs to the Ministry of Public Sec- 
urity, whose minister, Wang Fang, is also 
the PAP's first political commissar. PLA 
chiefs will be arguing for an increased role 
in running the PAP and, at least in the short 
term, given fierce institutional loyalties, the 
PAP will have only nominal command of 
the transferred army units. и 


these do not return — especially y younger students. with few 
personal ties. The reluctance to come back has been fuelled by _ 
last year's crackdown. Li said that since June 1989, only 700 stu- 
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Cathay Pacific. 


The Airline for a world where a Chinese American 


wears a French crown. 


He conquered the French 

Open at 17. His fame and 

fans transcend both borders 

and nationalities. Michael Chang 

is the perfect symbol of the new 

world of international travellers. 

The world of Cathay Pacific. We 
pioneered ultra long-haul inter- 
continental flight. Bringing the 
world closer to our home, Hong 
Kong. Our every flight is international, 
with flight attendants from 10 Asian 
lands whose service is almost as 
legendary as Mr. Changs. And who 
are single-mindedly dedicated to one 


task: helping you arrive in better shape. 


EL 
CATHAY PACIFIC 


Arrive in better shape. 


















ву Emily: Lau it in Hongkong - 
„А rare strike i in one of Hongkong’ s two 
[X main bus companies over pension 
1. ХА rights has highlighted the mounting 
Cs problems brought about by the territory’s 
E ageing population and a patchy welfare 


т Even in laissez-faire Hongkong, the pre- 
pm dicament of the bus workers drew wide- 
` spread sympathy, despite the inconveni- 
сепсе their recent two-day 
strike caused. Under an ar- 
| rangement of some 40 years’ 
=- standing, employees of China 
== Motor Bus Co. (CMB), a fran- 
_ -chised public transport com- 
. pany with a monopoly of 
. . major routes on Hongkong Is- 
Лапа, stood to receive only a 
_ lump-sum payment of about 
` HK$20,000 (US$2,565) after 30 
= years’ service. 
«^ That it took a strike to get 
_ an improvement on this mis- 
епу benefit showed how seri- 
.. ously the whole issue has been 
. neglected. Publicity and be- 
|. lated pressure from the government — 
_ which has long had representatives on the 
CMB board — resulted in a substantial in- 
«crease, though hardly any guarantee of a 
^. secure old age. The pension cheque was in- 
.. creased to HK$90,000 for 30 years’ service, 
. . HK$50,000 for 20 years and HK$21,000 for 
. ` 10 years. By comparison, directors on the 
«..— CMB'S board, controlled by the family of 90- 
year-old tycoon Ngan Shing-kwan, get 
HK$52,000 a month. 











The company followed up the reluctant 
concession by requesting authorisation for 
a 10% general fare increase, which the gov- 
ernment has all but approved. CMB re- 
ported a HK$60 million profit for fiscal 
1988-89, up 22% from a year earlier, and 
last imposed a fare increase, which aver- 
aged 20%, only seven months ago. 

As well as a lack of government con- 
cern, the strike has also shown up the inef- 
fectuality of Hongkong trade unions. The 


„Аў A SIGN OF 
GENEROSIT Y... 


азе» v, 


OR А СМЕ. 
WAY TREET 
м F7 АМА, 





CMB workers’ union, which is affiliated with 
the communist-controlled Hongkong Fed- 
eration of Trade Unions, claims to have 
been fighting for improved pensions for 13 
years. But some CMB drivers said the lack of 
results was due to a Chinese Government 
policy of appeasing big business and not 
rocking the boat in Hongkong. 

But from another perspective, the CMB 
drivers are lucky to have a pension at all. 
Apo Leung of Hongkong’s Christian In- 


E whatsoe 


IC ERRANT 

em t benefits 
In some cases, Leung said, 
owners of small factories give their retiring 
employees HK$20-30,000 and tell them to 

go back to live in China if they cannot af- 
d to retire here. There are no statistics on 
the number of old people who retire to the 
mainland. 

The problem of provision for the elderly 
is being compounded by the rapid ageing 
of the population (see table) and increased 
life expectancy, up from 71 in 1971 to 78 this 
year. Emigration is also a contributing fac- 
tor. Many people choosing to leave Hong- 
kong rather than face an uncertain future 
under Chinese rule after 1997, when Pe- 
king resumes sovereignty over the terri- 
tory, are young or middle-aged. Older 
people, who cannot so easily begin a new 
life in unfamiliar surroundings 
abroad, prefer to stay behind. 

Another contributing factor 
that is shifting responsibility 
for care of the elderly onto the 
government is the breakup of 
the traditional Chinese ex- 
tended family here, caused 
by urbanisation. A recent sur- 
vey shows that 60% of Hong- 
kong families are nuclear in 
nature, with an average house- 
hold size of 3.7 persons. Furth- 
ermore, many women go out 
to work and cannot look after 
the old or the young. Flats 
in private and public housing 
estates leave little room for elderly rela- 
tives. 

The government only began formulat- 
ing a policy on the elderly a decade ago. Be- 
fore that, the ethos was not to encourage 
the family "to shed on to social welfare 
agencies its moral responsibility to care for 
the aged and infirm." According to the gov- 
ernment, under the 1979 "care in the com- 
munity" approach, social services were 
aimed at enabling old people to remain in 
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the community for as long as possi- 
ble. 

However, the "care in the com- 
munity" concept has been criticised 
by social workers who say it largely 
has failed to achieve its objectives. 
Nelson Chow, senior lecturer in so- 
cial administration at Hongkong 
University, said the approach often 
came down to “care by the family” 
or even “the elderly people caring 
for themselves.” He dismissed as a 
myth the concept that filial piety and 
respect for the old gave the elderly a 
secure place in the Chinese family, 
arguing that the financial and other 
contributions old people can make 
were important factors in making 
them acceptable. 


upport services to encourage 
families to look after the old 


for as long as possible include 
nursing, home help, day care, laun- 
dry and canteen services and social 
and recreational activities. But most 
of the services cannot meet demand, and 
many hard-pressed families cannot get 
such support. The recently appointed di- 
rector of social welfare, Michael Cartland, 
has acknowledged a significant shortfall in 
the area of the elderly and pledged to give 
the problem high priority. 

In response to critics who argue that 
more money should be spent on services 
for the elderly, the government 
stressed its welfare policy is to meet 
society's basic needs without de- 
veloping into a “Western-style wel- 
fare state.” Government expendi- 
ture on services for the elderly in the 
past four years shows no danger of 
that tendency. The bulk of the exist- 
ing social services is provided by 
voluntary agencies, supported by 
government funds. In addition, the 
agencies receive grants from chari- 
ties such as the Jockey Club and 
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Abandoned to the margins of society. 


the Community Chest for specific pro- 
jects. 

But inevitably the government may be 
forced to drastically increase public spend- 
ing, or maybe even set aside money from 
the reserve to deal with the elderly, though 
there are few signs yet that care of the el- 
derly is a priority. 

Some 43,000 old people, or about 8% of 
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Hongkong’s people over 60, are 
currently on public assistance, the 
i mainstay of the government's social 

security system. In 1988-89, the So- 

cial Welfare Department spent 

HK$779.3 million on such outlays. 

Under the non-contributory social 

security programme, needy people 

above the age of 66 can apply 
for assistance under means-tested 
schemes, and successful applicants 
can obtain about HK$1,000 a month. 

The payout assumes recipients are 

staying in institutions or subsidised 

housing. 

For those entirely on their own, 
life can be very tough. Take for 
example, the case of Lee Ching, an 
88-year-old retired sailor whose fam- 
ily lives in China. Home for Lee over 
the past 30 years has been a bunk 
bed — caged-in for security — 
which rents for HK$151 a month. 

Lee has been on public assistance 
for more than 10 years and now 
receives HK$770 a month, plus 

HK$355 in old-age supplements. Another 
occupant in the same hostel is 62-year-old 
Lam Kwok-ying, a former casual labourer 
who stopped work four years ago because 
of ill health. He receives about HK$1,000 a 
month from the government, including 
HK$200 for treatment of tuberculosis and 
live? disease. 

The hostel where Lee and Lam live is 
one of 126 apartments known as 
“cage-men hostels" which house 
more than 4,000 people. Lee's hostel 
alone houses more than 80 men, 
many of whom are elderly. The 
building will soon be demolished 
and, with the help of private welfare 
agencies, Lee and the other elderly 
tenants are looking for new homes. 

The Hongkong Social Security 
Society, a group of social workers 
and teachers, points out that the 
comparative value of public assist- 


schemes had government. atn 
ng io i i capo Yong half of the 
185,000 employees covered by government-approved private 
pension schemes are required to contribute towards their fund- 
ing, with contributions ranging from 5% to 15% of gross salary. 
Most schemes operated by big corporations and public utility 

were non-contributory. 
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scheme under which retiring civil servants could double the size — 
of the lump-sum payment, but only when they reached a retire- 
ment age of 60. Civil servants must choose between the two — 
initially as many e К 


systems. The package looked attractive 
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bigger payout. 
But that was before the Peking n 








жр of HK$742. Last year, the 
tage fell to 13.776, as public assist- 
was HK$620 against a median income 
| of HK$4,539. 

^ Not all destitute old people even look for 
government handouts. Ho Hei-wah, dep- 
uty director of the Society for Community 
Organisation, a welfare pressure group, 
`. said that for some, a strong sense of self- 
esteem made them ashamed to ask the 
. government for money. Government fig- 
. ures indicate that 160,800 people, or 25% 
-of those over 60, still work. But more than 
Һа of these earn less than HK$2,000 a 

` month. 
. — The majority of old people still depend 
соп their own savings or their relatives. 
<- However, a survey on elderly in low-in- 
‚соте households by Hongkong Univer- 
г sity’s Nelson Chow found that many re- 
_ spondents had an extremely low self-image 
‘гапа could hardly be described as “living in 
"dignity." Eighty per cent said “society 
_ should take care of me,” while two-thirds 
_ ваіа they were “waiting for death to come.” 










































urrently, 338,000 old people live in 
public housing. The Housing De- 
partment recently estimated that the 
demand for single- and double-occupfancy 
public housing units between 1988 and 
1996 will be 54,890, against an estimated 
‘supply of only 9,264 such units. 
- « "Medical services are equally desperate. 
` The Hospital Services Department lists 618 
. geriatric beds in general hospitals, expected 
` to be increased to 1,030 in 1993. Doctors 
. and social workers say there is a dire need 
- for more geriatric beds to cope with the in- 
creasing numbers of infirm in the popula- 
. tion. Yet a report on services for the elderly 
. published by the government's Health and 
_ Welfare Branch in 1988 made no mention of 
= geriatric beds, though it conceded serious 
. shortcomings in nursing homes and infir- 
.maries. Between 1988 and 1993, the esti- 
mated shortfall for such care and attention 
- places alone was more than 10,000. 
'; The report said the problem was com- 
_ pounded by the “acute shortage of infir- 
maries,” resulting in seriously ill old people 
being kept in retirement homes which 
"were neither staffed nor equipped to fully 
ook after them." Some 250 privately run 
ld people's nursing homes take care of be- 
tween 5-6,000 people. Less than 20% are up 
: acceptable standard, and the govern- 
ment is planning to control them. 
г The Hongkong Council of Social Ser- 
vices' Victoria Kwok, who was a member of 
ле committee which compiled the report, 
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ttempts by the mujahideen interim 
government to form a shura, or as- 


sembly, to elect a new and more 
broadly based alternative government to 
the Kabul regime have foundered on fac- 
tional rivalries. Meanwhile, Afghan Presi- 
dent Najibullah marked his first year in of- 
fice without the support of Soviet troops by 
offering significant new peace proposals to 
end the 12-year-long civil war. 

The breakdown in mujahideen negotia- 
tions appeared to stem from the reluctance 
of the factional leaders — based in 
Peshawar, in Pakistan’s North-West Fron- 
tier Province — to give up the power and 
perks to which they have become accus- 
tomed, though some moderate leaders 
blamed Saudi Arabia, which bankrolls the 
fundamentalist parties, for 
wanting to ensure domi- 
nance for its protégés. 

Most guerilla field com- 
manders consider the in- 
terim government leader- 
ship to be corrupt, though 
Pakistan still allows US and 
saudi aid to be pumped to 
them. Regardless of the 
cause, however, the collap- 
se could foreshadow overt 
clashes between the factions 
which may prove dangerous 
for Pakistan Prime Minister 
Benazir Bhutto's crisis-dog- 
ged government. 

In cancelling a press con- 
ference scheduled for 9 Feb- 
ruary, the mujahideen said 
it was delaying indefinitely plans to an- 
nounce a shura to elect a new government. 
The conference had been timed to coincide 
with the meeting between US Secretary of 
State James Baker and Soviet Foreign 
Minister Eduard Shevardnadze in Moscow. 
At the same time, the US special envoy to 
the resistance, Peter Tomsen, also cancelled 
a press briefing in which he had been ex- 
pected to announce new US proposals. 
Tomsen spent nearly а month in the in- 
terim government's headquarters trying to 
get the mujahideen to agree. 

Pakistan chief-of-army-staff Gen. Mirza 
Aslam Beg had been meeting with mujahi- 


deen leaders for the past four months to 


help them formulate a shura in which the 
seven parties making up the interim gov- 
ernment would give up their monopoly of 
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Mujahideen muddle. 


Afghans from all walks of life. The plan, 
drawn up by moderate leader Pir Ahmad 
Gailani, was rejected outright by fun- 
damentalist leader Gulbuddin Hekmatyar 
and eight mujahideen parties based in 
Iran. Four other fundamentalist parties 
based in Peshawar also have refused to 
accept it. 

The collapse of the proposal has embar- 
rassed the US in particular because Baker 
had told the Soviets in Moscow that Wash- 
ington now accepted retaining Najibullah 
as president until a transitional process pro- 
duced а new government. With the indefi- 
nite delay of the shura, the Americans now 
have nothing to offer the Soviets in the way 
of a mujahideen-based alternative. 

Meanwhile, in a lengthy national televi- 
sion speech, Najibullah offered a new 
package of peace proposals, which in- 
cluded a six-month cease- 
fire; UN-supervised elec- 
tions; an offer to send inde- 
pendent Afghans living in 
Kabul to visit Pakistan for 
talks, and the demilitarisa- 
tion of Afghanistan. His pac- 
kage was rejected by Abdul 
Sayeef, the interim govern- 
ment's prime minister. 

Currently, there is acute 
tension in Peshawar, with 
fears that fighting will break 
out between the factions. 
The city has been wracked 
by bomb blasts, assassina- 
tions and the kidnappings 
of Afghans working with 
Western humanitarian or- 
ganisations. Sources said 
provincial chief minister Aftab Sherpao 
had drawn up plans for the army to take 
over security from demoralised police: 
if law and order breaks down. Some of. 
the 2,500 Western aid workers looking 
after the 3 million Afghan refugees i in Pakis- 
tan said they were. Е their families 
out. NP ON 

If the growing anarch dn Бе Afghan 
countryside is duplicated. in Peshawar, it 
will further strain Bhutto's embattled gov- 
ernment. She already faces what amounts 
to an ethnic civil war in the Sindh provin- 
cial capital of Karachi; acute border tensions 
with India over Kashmir, and continuing 











attempts by’ the. opposition tc to topple her. 





But despite the serious threat to Pakistan's 
future stability f from. the Afghan war, Is- 
arabad, is n id the mujahideen 
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g- must have led a fairly sheltered child- 
hood, for I clearly remember the 
` shock when, dragooned into a barrack 
- room at the age of 18 to begin two 
years’ army National Service, I first saw 
adults reading comic books. In those days, 
the comics were designed for the young, 
. | not necessarily the semi-literate, and 
. | ranged from pretty straight adventure 
_ | serials (as in Wizard and Hotspur) to the 
«| strip cartoons featuring Dangerous Dan in 
..] the Wild West and Billy Bunter, the fat owl 
1 of the Remove, and his chums at a public- 
. | type school in such weeklies as Beano and 
< p Dandy. | 

| —. Animal characters were funny or lovable 
- | in the American tradition of Walt Disney. 
. | Heroes were human (dashing fighter pilots 
. | or great athletes) and rarely possessed of 
| magical strengths. In the US, of course, 
. | Superman was to father hundreds of be- 
. | ings with extraterrestrial powers — which I 
. | always thought was cheating a bit. They 
_ | were all figures in a childish landscape and 
_ | I presumed adults put away such chifdish 
. | things. Not so. 


_ |. Comics in Japan are a very different kettle 
. of fish. They are designed for every type of 
_ | reader — school boys and girls, teenagers, 
_ | young marrieds, housewives, professional 
_.| women and, of course, the Japanese ver- 
_ | sion of "Mr Pooter,” the much despised 
|| and often hen-pecked ѕајагутап. So 
|. | everywhere one goes in Japan, particularly 
. | on buses, trains and the underground, 
people of all ages and backgrounds are to 
be seen, their noses buried unembarras- 
sedly in the pages of comic books, escaping 
from the drudgery of homework or the of- 
ce into various worlds of fantasy. 

The market is huge. The manga, as they 
e called, account for about one-third of all 
books and magazines published in Japan 
today, perhaps 1.5 billion comics, most of 
them thick, bound volumes. That repre- 
sents over a dozen per head of the popu: 
tion, over 30 per household. 





The word 'comics' is probably a mis- 
nomer ("cartoon books" would probably be 
closer) if only because the manga tradition is 
Хаг longer апа more complicated than that 
of their Western equivalent 1 
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been enriched by the Zen technique of 
puncturing pompous religiosity with 
humour; by scatological rustic humour 
(drawings and scrolls depicting such rollick- 
ing events as phallic and farting contests); 
by the ukiyo- woodblock artists; by the 
bawdy or erotic shunga or "spring pictures,” 
and by wartime propaganda methods and 
political cartoons. 


Today the comics feature serial cartoons 
covering everything from romance at the 
czar's court to lesbian love, from the clash 
of feudal samurai to incestuous affairs, 
from the tribulations of everyday corporate 
life to the violence of yakuza, from the life 
of Buddha to sado-masochism. Commuters 
read these openly on suburban trains; no 
need for a plain brown wrapper. 

Another peculiarly Japanese aspect of 
these comic serial stories is the fascination 
with robots. Many of the heroic pro- 
tagonists are androids. There's Ararechan, 
the girl child creation of a scientist, the good 
Ultraman and the bad Godzilla. Then there 
are mythological creatures like Dragonball, 
a half-human, half-monkey figure, and Kin- 
nikuman, the hero who wears the character 
for “meat” on his forehead and who farts 
when he wrestles. His enemy is Ramen, 
the Noodle Man, who sports the character 
for China on his headband. The Touch 
twins are baseball champions. 


The ex-Reagan administration econ- 
omist Arthur Laffer, whose denunciations 
of the Japanese I had a crack at last week, 
probably had such reading habits in mind 
when he caricatured the Japanese as 
dangerous adolescents with pornographic 
tastes. Laffer should realise that other na- 
tions do not necessarily share his ideas of 
what constitutes pornography; that these 
fantasy lands do not, according to the crime 
statistics, trigger off violence in real-life 
Japan and that many of these manga serials 
have made their way from the printed page 
into animated cartoons, which are being 
avidly watched by kids glued to Tv sets all 
over the world, including the US. 


George Orwell reckoned that comic 
books inculcate a set of values in their read- 
ers, for better or worse. Most of Japan's car- 


toon heroes are fighters. When they strug- — | СИА 

gle, on the battlefield or baseball fields, they . 
do so embued with all the values of the = 
zadera samurai — dedication, loyalty, a readiness. 
and to to take on all odds, a бо for death 



























problems and. dhe expunger of shame. 
These are the values, presumably, that the 
comic heroes of Japan are inculcating into 
kids everywhere. Some of them may possi- 
bly prove to be less anti-social than those 
being purveyed by Hollywood. . 


Some cultures prefer euphemisms. 
Lavatory (from the Latin "to wash") is one; 
toilet goes a step further away from reality. 
Rest room is about as bland as you can e 
(in one US cartoon, a husband taking a 
walk in the country remarked to his wife, 
"I'm going to rest behind that tree"). To the 
hard-working Japanese, the word means 
“relax” — as on this curiously worded. 


notice on a soft-drink dispenser: 
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Relaxation is the theme a a N 
bar/restaurant visited by Blayne Cutler, 
senior editor of American Demographics. All 
tiring days should certainly be trussed up, 
and ennui can be killing. But what's that? 
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Vocabularies - imprison and divide. If. 
Laffer were to open an ice-cream parlour, - 
like this one in Tokyo’ s Akabane district, : 
spotted by M. D. Santos, he would have - 
d isis d named it чау | 
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ву John Clammer 


t is difficult to think of modern 
. Malaysia or Singapore without think- 
ing of race, or to think of race without 
WL thinking about religion, so intertwin- 
ed are the two. But there are several quite 
distinct ways of conceptualising the re- 
lationship between them. The best known 
are: first, as ап expression of a timeless 
. primordial identity and essence, so that self 
_ and religion are identical; or as something 
. in fact mediated by culture, so that the 
. Buddhism of the Japanese for instance ends 
up as something very different from the 
. Buddhism of the Burmese. Or thirdly as a 
. relationship to be understood primarily 
through the lens of what is 
once again being called “politi- 
cal economy," with religion 
being used ideologically to de- 
fine race so that this now 
sacred reality can be manipu- 
lated for political ends — to 
- promote or disguise а system 
of social inequality and to jus- 
у economic privileges for 
| "some as opposed to others. 

_ ^e Perhaps nowhere in South- 
«east Asia is the correct in- 
. terpretation more critical than 
Ла those two societies where 
political culture, economic re- 
lationships, senses of com- 
munal identity and religious 
sentiments always tend to be 
expressed in terms of race. But 
the dynamics of race in 
alaysia, while in some im- 
portant respects similar to 
hose of Singapore (not sur- 
prisingly given their common 
colonial history) differ not 
only in the details, but in one 
fundamental way. Malaysia is 
an Islamic state and one in 
which the Malay peoples nu- 
merically and politically predominate. 
Singapore on the other hand is a secular 
state with a large Chinese majority. 

These ethnic arrangements structure 
and colour innumerable aspects of life in 
the two societies, from the distribution of 
economic power, through the location of 
hawkers' centres (to keep Muslim. food 
uncontaminated by pork), to personal 
friendships and patterns of everyday social 
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teraction. In Malaysia the understanding. 


however they wish, public life is to be 
dominated by Malays. Bahasa Malaysia is 
the national and official language, used in 
the administration and in education, and 
Islam is the official religion, though others 
are tolerated so long as they restrict them- 
selves exclusively to their own non-Malay 
ethnic enclaves. A lot of the debate and lit- 
erature on Malaysia has tended to dwell on 
this structural level, and quite rightly given 
its fundamental importance. 

There is, however, a tendency for de- 
bate to remain at that stage — which results 


in a level of abstraction that often misses 
the richness and diversity of the everyday 
life of the ordinary Malaysian inhabitant 
rather than the denizens of the Kuala Lum- 





Muslims at prayer in a Singapore mosque. 


pur boardrooms and corridors of power. 
Fortunately there is a growing counter- 
tradition to this, and slowly but surely a 
parallel movement is taking place in Singa- 
pore. The evolving nature of Malaysian so- 
ciety, among its many other effects, has fo- 
cused scholarly and literary interest once 
again on the Malays. 

Perhaps surprisingly this has not always 
been the case, for though there was some- 
thing of a colonial tradition of interest in the 
Malays, much of the social science writing 
on specific communities has been about the 
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the notion of “householding” 


Chinese; the aboriginal Orang Asli peoples 
of peninsular Malaysia or the "tribal" 
peoples of East Malaysia, especially the 
Iban of Sarawak and the Kadazan of Sabah; 
and other minorities, the Babas or Perana- 
kan Chinese, the Malacca Chetties, Por- 
tuguese Eurasians and the like. 

But a recent addition to the literature on 
the majority community is Tania Li's book 
about the political economy of Malayness in 
a predominantly Chinese setting. The three 
decades preceding this study of Singapore 
Malay society have seen enormous changes 
— the consolidation of political control of 
the Chinese-dominated People's Action 
Party, the almost complete restructuring of 
the economy from one based on colonial 
military bases, labour-intensive 
manufacturing and entrepót 
trade in regional commodities 
such as rubber into one indus- 
trialised and increasingly ser- 
vice-oriented, and the massive 
urbanisation of the landscape 
and with it lifestyles. 

Li's book does not really at- 
tempt to document the con- 
tribution of the Malays to these 
changes, nor the enormous 
transformations that their own 
society has undergone in the. 
process. Her approach is an 
interesting and innovative one 
— not to concentrate simply 
on the structural issues, or to 
dwell entirely оп the ethno- 
graphic details, but to attempt 
to synthesise the two and to 
explore the dynamic relation- 
ship between them. 

Such an approach, һом. 
ever, does not side-step the 
political and economic issues, 
or the position of a sizeable 
Muslim minority in a secular, 
officially multiracial but in prac- 
tice Chinese-dominated state. 
These have become a subject of public de- 
bate again in Singapore since the controver- 
sial and almost simultaneous visits of the 
president of Israel and the Pope two years 
ago and the remarks of Lee Hsien Loong, 
son of Prime Minister Lee Kuan Yew, about 
the trustworthiness of Malays and the 
reasons why many are not called up for 
supposedly universal and compulsory mili- 
tary service. — 

Lis method is to divide the book into 
two broad sections: one organised around 
— patterns of 
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marriage, of socialisation of children, do- 
mestic labour and budgeting and of the 
ways in which Malays think about these 
things; and the other on the place of the 
Malays in the national economy of Singa- 
pore. A third, brief section explains the au- 
thor's rejection of orthodox explanations of 
Malay “backwardness” and proposes her 
own alternative theory. 

The first part, dealing with the house- 
hold, is a revealing and detailed exploration 
of contemporary urban Malay domestic life 
— division of labour between spouses, at- 
titudes to children, to adoption, to inheri- 
tance of property, to saving and to trying to 
run a small family business. These chapters 
reveal a society very different in many res- 
pects from the stereotypes — a high level 
of domestic discord, uncertain relationships 
between parents and children and a great 
deal of mutual suspicion, rivalry and 
jealousy, expecially directed at those who 
make successes out of their businesses. 

The presence of conflict in everyday life 
is balanced, however, by certain ideological 
elements, in particular Islam, both as a 
belief system and as a system of law, 
and by the ideology of the “gift” — 
of strongly reciprocal social relation- 
ships based on generosity and shar- 
ing, at least within the Malay com- 
munity itself, if not towards outsid- 
ers. 
The second part deals with the 
political economy and with the 
major implications for the long-term 
future of the community, and in- 
deed of Singapore's multi-ethnic so- 
ciety as a whole. 

Among the most pressing of 
these issues are: the reality of class in 
Singapore, both within and between 
ethnic groups; Malay stereotypes 
held by the Chinese majority; the 
existence of widespread poverty and 
inequality in Singapore despite the 
still rapidly growing economy, again 
both within and between ethnic 
groups; the profound problems that 
Malay entrepreneurs face in getting 
businesses off the ground, and the 
problems of minority status, even in 
an officially multiracial society. 

Quite apart from its wealth of 
fresh data, and its analysis of the 
existing but often badly dated litera- 
ture, the real strength of Li's analysis lies in 
its multi-causal approach. In essence, this 
means that the traditional explanation of 
Malay "backwardness" in terms of "cul- 
ture," used in a vague and often undefined 
sense, is entirely avoided. Rather the dis- 
advantaged status of the Singapore Malays 
relative to the Singapore population as a 
whole is seen in terms of the constraints 
that the household economy — non-pool- 
ing of income, low savings, little transmis- 
sion of any wealth to descendants, low so- 
cial mobility — place on the possibilities of 


1 MARCH 1990 


Malays in Singapore: Culture, 
Economy and Ideology by Tania Li. 
Oxford University Press, Singapore. 
S$40 (US$21.40). 

The Nadra Tragedy: The Maria 
Hertogh Controversy by Haja 
Maideen. Pelanduk, Kuala Lumpur. No 


price given. 

Saleh: A Prince of Malaya by Hugh 
Clifford. Oxford University Press, 
Singapore. No price given. 


entrepreneurship or of breaking into fields 
dominated by other races. 

Added to these are the structural quali- 
ties of Singapore's economy and society — 
job opportunities, wage and pension struc- 
tures, discrimination, educational and 
housing policies and the competitive ad- 
vantages of the Chinese majority. This bi- 
nary approach is certainly a major advance 
over the crude culturalism that has tended 
to dominate earlier analyses. 

However, this same approach does con- 
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tain its own problems. Li claims that she is 
using a “materialist” approach — basically 
a mixture of household analysis (a fairly old 
method which has been used extensively 
elsewhere in Asia, though no reference is 
made to the relevant literature in her book) 
and political economy. The position of cul- 
ture in its more traditional sense sits uneas- 
ily with this approach and has not been 
fully integrated or assimilated. Values, liter- 
ature, life-styles and in p religion 
unfortunately get short shrift in the study. 

The cultural depth and variety of the 
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community do not show through at all. It is 
true that Li is not writing a conventional 
ethnography, but somehow a sense of the 
living, reality of a warm, lively, hospitable 
and creative race is not a part of the book's 
fabric at all, despite Li's obvious enormous 
sympathy for, and personal knowledge of, 
her informants. 

More comparison with Malaysia would 
have broadened the interest of the book, 
and Li's preoccupation with contrasting the 
Malays with the local Chinese misses one 
of the most important but largely ‘ignored 
comparisons of all — with the local Indian 
population, a group with many minority 
status problems of its own, and particularly 
with the Muslim Indians, who share the 
religion, who can almost always speak 
Malay, and yet have a much higher rate of 
entrepreneurial success. Li's comparisons 
are not always informed by a knowledge of 
the other community comparable to her 
knowledge of Malay society, which leads 
to false generalisations in some 
cases, such as in the claim that 
the "party" system of petty retail 
trade is an exclusively Malay 
phenomenon. 

The absence of in-depth religious 
analysis in Li's book is offset in a 
very curious way by the religious 
preoccupations of Haja Maideen's 
book on the Maria Hertogh con- 
troversy, though as a work of seri- 
ous analysis it is hardly noteworthy. 
The book is basically a chronology of 
the tragic story written in a breath- 
less prose that could have done with 
some serious copy editing. Maria 
Hertogh (or Nadra as Haja Maideen 
calls her, using her Muslim name) 
was a young Dutch girl who was 
given into the custody of a 
Trengganu Malay woman, Aminah 
binto Mohamed, by her mother dur- 
ing the Japanese occupation of Java 
after the internment of her father. 

The girl was taken back to 
Trengganu and brought up as a 
Malay Muslim until 1949, when her 
natural parents and the Dutch Gov- 
ernment began proceedings to re- 
cover Maria. Aminah had always 
claimed that Maria had been given in adop- 
tion, not just for temporary safe-keeping; 
the girl herself embraced Islam and at a 
very young age married a Malay school 
teacher, Mansoor Adabi, and apparently 
settled down to live like a Malay. 

A protracted and bitter court case was 
fought in Singapore resulting in the forced 
return of Maria to her natural (and Roman 
Catholic) parents, her repatriation to Hol- 
land and the dissolution of her marriage to 
Mansoor. The Supreme Court proceedings 
were followed with intense interest by the 
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oe broke out Bid soon pies throughout 
large areas of the island, resulting in the 


These riots in 1950 are usually inter- 
preted as the last occasion when racial vio- 
|... lence has flared up in Singapore. The book 
.. certainly manages to convey the develop- 
| -ing drama, from Maria's entering the 
` "household of Aminah to her eventual un- 
_ happy marriage to a Dutchman. A strong 
_ feature of the book is its depiction of the 
_ personalities involved on the Malay side, 
... particularly of figures like Karim Ghani, the 
. moving force in the attempts to keep Maria 
_. firmly within the camp of Islam. As such 
| the book has quite a compelling quality, 
< though marred by too much speculative 
_-psychologising and attribution of feelings to 
|. people about which the author could not 
. possibly have known. 


he lack of analysis is a great pity, 
because behind the narrative lies a 
whole set of intriguing issues — 
es the motives of the principal ators 
_ in the Nadra support movement, several of 
whom were clearly using the issue to ad- 
. . vance their own political ambitions; the role 
о the Dutch Government, which must be 
*.. seen against the insecurities of the Dutch at 
_ atime when their position in Indonesia was 
_ causing upheavals; the insensitivities of the 
` British colonial administration to what was 
. . going on under its nose; and the dilemmas 
. ` Of the courts, faced by a seemingly irresolv- 
_ able problem in which any decision was 
_ bound to outrage sensibilities on one side 
ог the other. 
a Maideen is on stronger ground when he 
. is describing the Muslim side, but wooden 
. when it comes to appreciating the feelings 
юп the other side, and the personalities of 
. ; Maria's natural parents in particular. But 
.. most importantly perhaps, he does not 
-< draw any but the most obvious conclusions 
about the dangers of sensitive issues break- 
-ing apart a multiracial society. Nor does he 
_ fully explore the relationships between reli- 
gion and ethnicity in the case. Many of the 
participants were actually Indian Muslims, 
гапа politicians too, not Malays. 
. To disentangle the issues of religion, 
"race and colonialism, and to relate them 
amore fully to the fabric of contemporary 
: Singapore would have been a great service 
o the reader. Exciting reading, even if mar- 
red by too many stylistic excesses, is good, 
but g d reading plus substantial insight is 









‘One of the issues that Maideen does 





raise, at least ancona ously; і is that of the. 


psychology of colonialism — both the dis- 


tortions that colonialism introduces into the 
thinking and sensibilities of the colonisers, 
and the different but parallel ones that it in- 
troduces into the minds of the colonised. 
The Maria Hertogh case is a classic illustra- 
tion of this. And so, from a completely dif- 
ferent point of view, is Hugh Clifford's 
Saleh. | 

If Maideen attempts to paint the picture 
from the point of view of the colonised, by 
someone who shares their culture and reli- 
gion, Clifford attempts something even 
more difficult — to draw a portrait of the 


mind of the colonised from the vantage 
point of the coloniser. While Maideen of- 
fers facts disguised in the form of fiction, 
Clifford writes fiction, informed by his long 
personal involvement with colonial Ma- 
laya. 

The useful introduction by J. M. Gullick 
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provides both a preface to the story itself 
and to Clifford's life and relationship to 
Malaya, where he had been а colonial civil 
servant. It discusses some of the possible 
models for the characters that populate Clif- 
ford's pages, especially Saleh himself, the 
young Malay prince sent to England to be 
educated, and his reactionary father's cor- 
rupt court to which he is eventually forced 
to return. 

Indeed, in a nutshell that is the story: 
the young man taken from his native envi- 
ronment, sent to England to live with the 
family of a kindly clergyman, the culture 
shock, the gradual acquisition of at least 
some of the forms of the "English gentle- 
man." Then the growing realisation that his 
race and colour in fact deeply separate him 
from his host culture and that he is not and 
never can be "one of them." 

His return to Malaya, his horror at the 
squalid court of his raja father and of the 
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lis intended role). Fi- 
nally, his falling into the hands of local 
nationalists who manipulate him into be- 
coming the front man of an anti-British up- 
rising in which he is killed. 

Clifford knew his Malaya and though, 
or perhaps because, it is fiction, the book 
provides psychological insight into both the 
Malay and colonial minds. Clifford was 
very critical of many aspects of colonial po- 
licy, and essentially the book is about the 
ruinously debilitating effects of imposing 
a European-style education on someone 
taken out of his national cultural context 
and then expected somehow to reintegrate 
into it. As a work of social history based on 
at least some actual events (such as the 
Pahang revolt), it is of some value. Unfortu- 
nately Clifford was no stylist, and though 
quite readable, Saleh is wooden and full of 
cardboard characters. 

Where the book really works is not in its 
Boys Own Annual style of writing or charac- 
terisation — solid Norris, the reliable Eng- 
lish district officer; or le Mesurier the Cler- 
gyman; the manipulating Raja Pahlawan 
Indut, moving spirit of the ill-fated rebellion 
in which Saleh loses his life — but rather in 
the parallel details of the awful shock and 
stress of life in alien England and the 
equally detailed description of the shock of 
re-entry into a practically forgotten culture 
whose language Saleh has hardly spoken 
and in which customs are opaque to him — 
he doesn’t even know how to wear Malay 
costume properly. 

What gives the book a certain compel- 
ling quality is the theme of the loss of iden- 
tity, its attendant sapping of morale and a 
resulting feeling of rejection and rootless- 
ness that comes to its violent conclusion in 
Saleh’s final amok. All this originated in the 
well-meaning but doomed project of 
educating someone into ап Englishman 
while yet in subtle but fundamental ways 
rejecting him because of his race and col- 
our. 

Interestingly, and quite unlike Maideen, 
the one issue that Clifford studiously 
avoids is that of religion. The issue in Saleh 
is not Islam; it is the misguided but well- 
intentioned attempt to bring together two 
dissimilar cultures, but on the terms of the 
colonial one, a story perhaps best pursued, 
as Clifford does, through exploration of 
emotions, rather than simply historical 
facts. 

The issues of identity, minority status, 
participation in the mainstream society and 
the role of religion are again matters of the 
moment, and are likely to persist into the 
future. The books illustrate the various 
ways in which religion, race, politics and 
economics interact, and point. to the neces- 
sity со rennial i 
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"tis hard for somebody who has lived in 
-Borneo to understand why the word 
-E "tropical" holds romance for so many. 
There is nothing very romantic about man- 
. grove swamps and unchanging seasons. 
_ David Chew, who now works for the Oral 
_ History Department in Singapore, tells us 
_ that he conducted some of the interviews 
. for his book about the lives of Chinese 
|| pioneers along the remote frontiers of Bor- 
. neo with his feet stuck ankle-deep in mud 
. On a river bank, or by the dim light of a 
_ kerosene lamp. Borneo is a land on the 
_ “edge of outer darkness," one of those 
.. Conradian places where desolation presses 
.. close and where men are maddened by un- 
X. ending exposure to primitivism and wilder- 
|o ness. 
=> И was hardly a Promised Land, but 
.. Chinese migrants were lured there by its 
. minerals and jungle produce — gold, anti- 
- mony, camphor, tortoiseshell, beeswax, 
. bird's. nest, gums, rattans, rhinoceros 
. horns, bezoar stones (the intestinal and 
_ gallstone secretions of a monkey), ànd 
. Other items of exotic merchandise. Had 
. they known more about it before they 





x By Nicholas Tapp 





macist and hygienist who became 
о an entrepreneur in Java manufac- 
| turing and selling “Hygeia” mineral 
water, medical tonics and toilet wares. 
Later he campaigned for better health, 
` housing, drainage and sanitation condi- 
"|. tons in the East Indies, and this led to his 
. | ethnographic interest in recording and 
- bringing to public attention the culture 
. and living conditions of the population. 
He was also a keen amateur photographer 
and cinematist. 
LIA Journey Among the Peoples of Central 
Borneo is an excellently produced and an- 
notated English edition of Apo-Kajan, the 
book recounting Tillema's extraordinary 
voyage to the. Apo Kayan (Kayan Plateau) 
of central Borneo in 1931-32. The book, to 
which Victor King writes a lucid and scho- 
larly introduction, is divided into two 
















endrik Tillema was a Dutch phar- 


parts: the first a descriptive and anecdotal- 
account of the meticulous preparations, 
aed and details of Tillema's Joumey, _ 





came, the place might not have seemed so 
inviting. Ignorance itself was perhaps a 
source of energy: what they did not know 
could not stop them. 

They had to conquer this harshly inhos- 
pitable environment before it conquered 
them. Part of their armoury was what Con- 
тай, describing in his novel Victory a 
Chinese coolie settled in Borneo, has called 
“the powerful simplicity of purpose which 
made [their] existence appear almost au- 
tomatic . . ." Against the uncertainties and 
loneliness of the frontier, they pitted their 
“horrible Chinese reasonableness.” 

That is of course one way of looking at 
it. Alternatively, it could be said of the 
Chinese pioneers that theirs was the uni- 
versal instinct of immigrants, of people 
moving to new places and trying new 
things without having thought much about 
why: the “reasonableness” is the fibre of 
common immigrant experience. 


Chinese Ploneors on the Sarawak : 
`. Frontier 1841-1941 by David Chew, _ 
Oxford. су Press, ок No a 


Jungle journeys 


copiously illustrated and with a basic ac- 
count of the country and its people; the 
second comprising an extensively cap- 
tioned photographic record of the material 
culture, technology and rituals of the 
Kenyah and Punan peoples. 

Tillema’s preparations were indeed 
thorough in the extreme; nothing was for- 
gotten, from inner tubes on which to hang 
his cameras to avoid the vibrations of the 
motor boat, to spare screws for spectacles 
and camphor for clothing he might (and 
did) have to discard. The writing is rather 
rambling at times; Tillema seems not to 




















they m ide homes as they шон some 
upriver traders, others as group 


"tmvelles | held ier by а common pur- 


pose, accepting life (including fatal encoun- _ 
ters with Dayak robbers and attackers) as it 
came. The pioneering existence, as. Chew Е 
keeps reminding us, was life lived at its - 

ing mini . The first contingent of 
pioneers from Fuzhou hardly congratulated 
themselves on their good furtune when 
they arrived i in Sarawak to subdue the bush 
to their g purposes. Many were dis- 
heartened or scared. into flight, stowing 
away with their failed dreams on junks and 
steamers to China. But later settlers 
achieved a miracle of colonisation, tuming 
the lower Rejang into a Fuzhou home from 
home. 

The most remarkable of the Chinese col- 
onies were the ones founded in the 18th 
century by Hakka-speaking gold miners in 
western Borneo. In. more romantic. mo- 
ments one might fancy these people as the 
unsung Ulysses of the epic of Chinese dis- . 
persal. They travelled the seas, driving - 
sticks into resistant earth on the edge of - 
nowhere, in places which other Chinese. 
shunned. They were great battlers too, and 
it is surely not fortuitous that Timothy Mo 
renders their name as "Hack Саг” in his 
novel Insular Possession. 

As a community without government, 
these pioneers organised themselves into a 
do-it-yourself political body, a unique fron- 
tier institution known as the kongsi. This 
might have been an attempted facsimile of 









have been an over-imaginative man, 
whose reaction to the forest's "eternal 
green, that everlasting silence, broken 
only very occasionally by the call of the 
rhinoceros” is to become “rather gloomy. 
in the end." But the illustrations аге 
breathtaking, and exceptionally well — 
captioned, and do much to communicate. 
a sense of what travelling through the 
forest with a retinue of 90 must have . 
been like, when Tillema was over 60 years 
old. 

Не had. already had extensive experi- i 
ence of travelling in the area, and the pre- ~ 
sents he took were also planned down to : 
the last detail; besides salt and tobacco, 
he took cosmetics, scent, ‘scented. SOaps, 
pins, shampoo, and all kinds ofc doth ктар 
beads for the women. the 

























the ancestral clan-village. The fate of the 
kongsi has found a fair-minded chronicler in 
Chew, who convincingly recounts how it 
was denuded of its autonomy and power 
by James Brooke, the White Rajah of 
Sarawak. 

Brooke’s reaction to the Chinese was a 
case of hate at first sight; he thought them 
ugly and stiff, the antithesis of the graceful 
Dayaks — much more one’s idea of the 
Noble Savage — whose sensual dances de- 
served portrayal by the paintbrush of a 
Rembrandt or a Caravaggio. His senti- 
ments became rather more mellow when 
he got to know them better, but while he 
saw the practical advantages of Chinese im- 
migration into his downriver capital at 
Kuching, he remained suspicious of the in- 
dependence and authority of the Hakka 
kongsi at upriver Bau. 


he war he fought against the Hakkas 
i in 1857 with the help of Dayak and 


Malay forces was an event in which 
the overarching concern of the balance of 
power — between the kongsi's claim to po- 
litical autonomy, and the Raj claim to 
dominion — enlarged the narrow aims for 
which the conflict was begun. The defeat of 
the kongsi prepared the ground for the ulti- 
mate triumph of British territorial and eco- 
nomic power in Sarawak. 

The arrival of the Chinese, followed by 
the Raj, changed the pattern of coastal and 
riverine commerce in Borneo. Once the 
traditional traders of Borneo, Muslim 


“primitives cannot think logically and 
have no judgment,” and is remarkably 
sensitive to the problems of taking photo- 
graphs of religious activities, taking care to 
explain to his subjects what he was doing 
even when it meant losing pictures. It is 
useful that where rituals had to be photo- 
graphed outside the house for reasons of 
light, this is diligently noted. 

The major interest of the book is in 
what Tillema has to tell us about the life 
and customs of the time, and here the il- 
lustrations are essential, covering orna- 
ments, tattooing and the motifs of the 
hornbill and “dragon-dog” in bamboo and 
wood and on clothing, head-hunting 
and initiation rituals, rice-farming, fishing, 
housing and many other aspects of the 
social life and material culture of the 
people; a valuable ethnographic resource 
and historic record, enlivened by the text 
and clarified through the notes. Of par- 
ticular interest, as the introduction points 
out, are Tillema’s frequent remarks about 
(and illustrations of) high birth and 
nobility, drawing attention to the internal 
stratifications and ranking system of the 
Kenyah. 

He concludes with recommendations 
for the collection of detailed statistics on 
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the area to improve health care, the em- 
ployment of health inspectors trained in 
hygiene and preventive medicine, the 
replacement of the military by a civilian 
administration, and the “introduction of 
higher civilisation through the Mission.” 
This work will further, as it was intended 
to do, what Tillema saw as the “keystone” 
of his life’s work: the awakening of in- 
terest in the inhabitants of Borneo. 

At first sight the personal diaries of 
Ada Pryer, author of A Decade in Borneo 
and wife of W. B. Pryer of the British 
North Borneo Company, may seem 
rather uninspired, but somehow the daily 
entries contrive to build up an evocative 
picture of colonial life in North Borneo in 
the late 19th century. As Nicholas Tarling 
says in a brief preface, there is a space for 
domestic observation in the institutional 
history of the period, and one cannot help 
but be impressed by the spirit of these 
early settlers. 

We find Mrs Pryer in bed with a “hor- 
rid attack of fever” on 4 October 1893, but 
marching around the Racecourse two 
days later; “Willie,” her husband, is “un- 
able to move” because of gout on 16 Nov- 
ember, but nonetheless trying to bag 
snipe by the 28th. By 1896 “the linings of 
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Malays were rivalled and ultimately dis- 
placed — with the White Rajah's blessing 
— by Chinese fellow-seekers after the pro- 
duce of the jungle. Put out of business, 
though not without a spirited struggle, the 
Malays were understandably resentful. 
Similarly, land disputes underlay the poor 
record of race relations between the Fuzhou 
newcomers and the Ibans, the original pos- 
sessors of the soil. 

But though they transformed their 
adoptive land, the pioneers laid no emo- 
tional claim on it; they were not thrilled by 
the jungle, not the sort to gaze dreamily 
into Borneo's bush and skies, communing 
with pristine nature. Indeed many (the 
Fuzhou settlers in particular) prospered by 
ravaging the land and felling its forests. In 
fact it is not too much to say that the only 
way in which the Chinese could make 
themselves at home in the bush was by de- 
stroying it. 

Chew's is a workmanlike study. The ap- 
peal as well as the dulling effect of his ac- 
count stems from his adherence to the re- 
quirements of scholarly dispassion. The 
story yields its external details to the 
scrupulous archival digging, but not its 
inner drama — the cataclysmic adjustments 
of attitude and perception forced upon 
thóse who find themselves transplanted in 
strange lands and have somehow to make 
themselves at home. B 


his stomach are gone," and he falls badly 
ill when he is forbidden to take the leave 
in England due to him. They use rattan 
frames over a charcoal fire to dry their 
clothes on during the rainy season, and 
the toys for the Christmas tree arrive three 
months late, so they decide to keep them 
for the following year. At the same time 
they are struggling to make ends meet 
and experimenting with coffee. 

Mrs Pryer evidently loves her "darling 
old Hubby," and worries about him on 
his frequent trips into the jungle. She 
walks, gardens, deals with the servants, 
entertains, visits the Club, and works on 
the additions she wished to make to her 
book. These are also contained in this col- 
lection, together with an unsent letter on 
the Mat Salleh rebellion, a clash between 
the Company and а minor chieftain. 
W. B. Pryer played an important part 
in the history of the period, and the 
diaries (covering most of 1893-98) are 
mainly of interest for the incidental light 
they shed on the background to the early 
years of North Borneo, though they also 
contain some suggestive ethnographic 
material, such as the account of a perform- 
ance by a "medicine man" on 6 February 
1896. LI 
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he Malayan Emergency was a mis- 
nomer for what was really an all-out 
war fought by the British, Common- 
ealth and Malayan forces with the 
Malayan Communist Party (MCP), a war 
hich lasted for 12 years, from June 1948 to 
чу 1960, when the MCP raised the stand- 


The Malayan Emergency is the longest 
lonial war Britain has ever 
ought and it was the only one 
the course of which two col- 


‘Edward Gent was killed in the 
«rash of an RAF transport air- 
_ «raft near London when he 
_ was flying back for discussions 
with the British Government 
just over a week after the dec- 
laration of the Emergency. His 
uccessor Sir Henry Gurney 
was killed in a communist am- 
bush on his way up to Fraser's 
ill. It was then that Gen. 
erald Templer was appointed 
to take over as high commis- 
sioner, after, so it was said, 
ther more suitable candidates 
ad turned down the job. 
< I wish I had an old Malayan 
Government Establishment List to refer to 
as I would like to know whether Richard 
Stubbs was ever in the Malayan Civil Ser- 
vice. He has written such a comprehensive 
апа penetrating study of the Emergency, 
апа displays such a sensitive and well-in- 
. formed understanding of the situation from 
. both the Asian and Western sides. It is ob- 
= vious he has carried out a tremendous 
amount of research. His bibliography lists 
most of the relevant unpublished and pub- 
lished Western sources on the Emergency, 
dough it is a pity that he does not refer to 
.hinese sources; the multitude of captured 
hinese documents at all levels have never 
een thoroughly studied and analysed. 
There is one excellent English-language 
эйтсе, too, for which I looked in vain: The 
ederation of Malaya and its Police 1786-1952 
iblished by the Malayan. Government 
nter in 1952), the best synopsis I have 
n of the political as well as the security 
ects involved. 
Did the "hearts апа minds" campaign, 
ich many people thought was origi- 


ес | by Templer, really win the war? 
y, as T pomis out, the term was 


ergency Sel 





rooted in ideas which had been circulating 
for some time both within and outside 
Malaya. J. Leighton Stuart, the US ambas- 
sador to China in early 1949, had in fact ar- 
gued for a new approach to combat com- 
munism which would be directed primarily 
at winning over the "mind and heart," and 
Chinese community leaders in Malaya said 
more or less the same thing at around the 
same time. Gurney, before his untimely 
death, mentioned it several times in con- 
versation with Chinese leaders in my pre- 
sence at King's House, Kuala Lumpur. In 
fact, I often thought the whole concept was 
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The death of a communist leader. 


similar to Dale Carnegie’s much maligned 
"How to Win Friends and Influence 
People.” 

So it was not really Templer’s own idea, 
though he adopted it as a slogan when he 
took over as high commissioner and plug- 
ged it as hard as he could. Moreover, with 
his impatient, abrasive style, and rough 
language larded with expletives, he was 
not the ideal person to promote and 
popularise the movement, especially as he 
had an unfortunate knack of rubbing 
people up the wrong way. I remember on 
one occasion his visiting Special Branch 
headquarters in Johor Baru when he prod- 
ded me in the stomach with his swagger 
stick and asked: “How many bloody 
Tamils’ hands have you shaken today?” 
This was rather embarrassing as there was 





But it was is Templer who galvanised the 
British officials in Malaya out of their 
lethargy, imparted a sense of urgency into 
them and injected a new breath of life into 
a situation where the British, Common- 
wealth and Malayan security forces were 
becoming increasingly bogged down in 
chasing elusive, will-o’-the-wisp guerillas 
who were avid students of Sun Zi's The Art 
of War and Mao Zedong’s writings. 

However, Templer was lucky in that not 
long after his arrival in Malaya, the MCP de- 
cided to re-orientate its strategy and with- 
draw gradually to the Betong salient in 
southern Thailand, where it had always 
maintained a sanctuary of sorts. The MCP 
had worked out a modus vivendi with the 
Thai security forces to "live and let live." At 
the same time, in the latter part of the 
1950s, there was an upsurge in 
the price of natural rubber on 
the world market. which 
brought prosperity and greater 
confidence to Malaya. It was a 
combination of these factors 
which enabled Templer to take 
advantage of the change in the 
situation and exploit them to 
his own advantage, and not so 
much the “hearts and minds” 
campaign. 

The Emergency. was. offi- 
cially declared to be at an end 
in July 1960 as the number of 
MCP-inspired terrorist incidents 
had fallen off sharply. How- 
ever, the MCP was not de- 
stroyed and, in fact, in 1970 
there was a resurgence of 
guerilla activity in various parts 
of the country, most likely brought about 
by the success of armed communism in 
Vietnam, Laos and Cambodia. 

Even so, Templer left Malaya in 1954 in 
a blaze of well-deserved glory, though - 
there is no doubt he owed a lot to good for- 
tune, the groundwork which had been 
done by his predecessors, and the first-rate 
assistance he had been given by Sir Harold 
Briggs, his director of operations, and 
another retired British Army general, Maj.- 
Gen. E. B. de Fonblanque, who had been 
recalled to active service to reorganise the 
Malayan Home Guard. 

Although Stubbs' study casts illuminat- 
ing light on the origins, cause and outcome 
of the Malayan Emergency, there is still 
much to be written following the dramatic 
emergence of Chin Peng, the legendary lead- 
er of the MCP, in 1989 in Hat Yai to sign a 
peace agreement after 45 years in the jungle. 

What a fascinating story he will have to 
tell if he can ever be persuaded to do so. 
Even so, if an enterprising writer does get 
on to the story of Chin Peng, it will not ne- 
gate what Richard Stubbs has Write. but 
only add another dimension to his book. ш 
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Formed 33 years ago the Astra Group 
has made an important contribution to 
the economic growth of the world’s fifth 
largest nation - Indonesia. 

Astra's products and services are 
diversified and internationally marketed. 
© In 1989, total sales were in excess of 
US$ 1.5 billion with exports accounting 
for about 18%. 


ASTRA’S INTERNATIONAL 
GROWTH 


The Indonesian Government 
encourages non-oil exports; Astra has a 
growing involvement in important 
markets around the world. 

Three of Astra’s biggest export 
products are rubber, plywood and 
automotive components. Some examples 
of export activities: Astra motorcycles 
are shipped to China, Greece and the 
Middle East; Astra automotive 


AUTOMOTIVE 


HEAVY 
EQUIPMENT 


AGRIBUSINESS 


components are sold to Malaysia 

and Thailand. The Toyota Kijang 

was the first Indonesian manufactured 
motor vehicle ever to be exported. 


AGGREGATE SALES OF 
THE ASTRA GROUP COMPANIES 
fexcl. Intergroup sales) 


YOU’RE KNOWN BY 
THE COMPANY YOU KEEP 


Astra works with Toyota, Daihatsu, 
BMW, Peugeot, Nissan Diesel and 
Honda to manufacture, assemble and 
distribute a wide range of vehicles in 
Indonesia. 

Astra also produces and 

markets heavy construction 
equipment and 


US$ 1540m 
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rhis graph, figures have been converted from Indonesian 
lla lars, bas on the average Bank Indonesia. 
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ELECTRONICS. 
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Not indicative of relative importance 


partners such as Komatsu, John Deere _ 
and Bomag. 

In the electronics and information. 
processing business, Astra’s longtime 
partners are Fuji Xerox and Digital © 
Equipment Corporation. 

In 1989, International Finance 
Corporation, the World Bank affiliate, — 
selected Astra as its first investment in ai 
Indonesian private sector company. 

From its beginnings as a small най 
сотрапу їп 1957, Азта по 




















By Nihal Jayawickrama 
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n April 1987, at the end of a long and 
bitter campaign, Prime Minister Datuk 
M. Seri Mahathir Mohamad retained the 
eadership of the United Malays National 
"Organisation (Umno) by a mere 43 votes 
vo (or less than 3% of the votes polled). The 
. election was challenged in the High Court. 
_ Surprisingly, the court invalidated not the 
. election, but Umno itself on the ground 
_ that 30 of its branches had not been prop- 
епу registered. Mahathir responded Бу 
. forming a “new” party, Umno Baru. His 
. opponent, who failed to obtain registration 
. for his "new" party from Mahathir's Home 
. Ministry, lodged an appeal in the Supreme 
_ Court, arguing that it was the election and 
not the party that was illegal. 
22 Оп 23 May 1988, the Lord President of 
. the Supreme Court, Tun Salleh Abas, fixed 
. the Umno appeal for hearing before a full 
|. Bench of the country's highest judicial tri- 
- bunal. Nine judges had never sat together 
| before, but neither had the stakes ever been 
_ this high. On 25 May, the then Kingeof 
. Malaysia, acting on the advice of the prime 
. minister, suspended Salleh Abas from the 
office of lord president, and appointed a tri- 
bunal to inquire into and report on his “be- 
_ haviour and other causes." Within an hour 
_ of the suspension, the next ranking judge, 
. Tan Sri Abdul Hamid, removed the Umno 
m appeal from the hearing list. 
. Asix-member tribunal headed by Abdul 
p Hamid (now acting lord president) recom- 
. mended the removal of Salleh Abas, and he 
, was accordingly dismissed on 8 August. 
. On the following day, a Bench of five 
< judges led by the new Lord President, 
_ Abdul Hamid, heard and dismissed the ap- 
_ peal. Mahathir had succeeded in overcom- 
. ing the most serious legal challenge to his 
. political leadership. 

| May Day for Justice is the former lord pre- 
sident’s detailed and intensely personal re- 
cord of the events leading to his removal 
from office. It rebuts the official claim that 
roceedings for his removal were unrelated 
о the Umno appeal, but originated on 1 
Aay 1988, at the regular audience which 
ле prime minister had with the king on 
nat Wednesday morning before the usual 
abinet meeting. The king had shown the 
rime minister a letter addressed to him by 
lord president. Written some five weeks 
arlier, the letter expressed the concern of 
» judiciary at recent accusations levelled 
gainst it by the prime minister both in and 
ide parliament. 








































he official version would have it that an. | 
“kin ng demanded the removal of the um 












lord president from office, and the prime 
minister merely set in motion the necessary 
constitutional steps. This version was sub- 
stantiated by official documents, sealed and 
signed by the king and the prime minister. 
The attorney-general testified to its accu- 
racy. The tribunal affirmed it as a fact. 

But, as the book points out, 1 May 1988 
was not a Wednesday. The 14th day of the 
holy month of Ramadhan, the annual la- 
bour day public holiday, fell on a Sunday. 
The cabinet did not meet on that day. Nor 
did a pre-cabinet audience take place that 
morning. Was it then a foolish little blunder 
or a vast deception? 

“Мо one, and nothing on earth, can 
make that Sunday in May a Wednesday." 

This book, however, is not only about 
dates. It documents the coming of age of a 
traditionally conservative court, manifested 


Mahathir; Salleh: judicial activism. - 


in such decisions as Berthelsen, where an ex- 
pulsion order served on a foreign corres- 
pondent was quashed; Aliran, where the 
government's refusal to grant a publishing 
licence to a Malay-language current affairs 
magazine was overturned; and Karpal 
Singh, where a detention order under the 
Internal Security Act was invalidated. 

It also records a prime minister's distaste 
for judicial activism that led to laws and 
constitutional amendments which curbed 
the power of the courts and curtailed the 
scope of judicial review. And it chronicles 
the fierce independence of five judges who 


convened an emergency sitting of the Su- 


preme Court to enjoin a tribunal, and were 












hereupon accused T "gross 


“The dismissed lord president's deep 
sense of anguish pervades the book as he 
recounts the trauma of being summarily 
flung out of a constitutionally entrenched 
office. The "summons" to the prime minis- 
ter's office where he was asked to resign 
and told that owing to bias he was not qual- 
ified to sit on Umno cases; the visit from the 
attorney-general who cajoled him to avoid 
a confrontation by accepting a highly paid 
job in Jeddah in exchange for immediate re- 
tirement; and a humiliating audience with 
the king — these are only some of the 
phases in this story. 

The book raises disturbing questions 
about Malaysia's body politic. For instance, 
the tribunal was headed by the one person 
who stood to benefit most by an adverse 
finding. Indeed, the constitutional head of 
state is the only authority to whom a judge 
may legitimately complain against the other 
branches of government. The tribunal's 
chairman attempted to forestall proceed- 
ings against him in the Supreme Court. 

As this book describes, he ordered the 
registrar to withdraw court staff, lock up 
the courtroom, and hide the court seal. 
And the tribunal itself, which included а 
Singaporean and а Sri Lankan, worked 
furiously over a weekend to present its 
"findings" to the king before it was en- 


dud 


joined by the court from doing so. It 
worked behind the closed doors of Parlia- 
ment House so as to prevent court officials 
from serving notice of the enjoining order. 
The version presented by one pro- 
tagonist in a drama may often be suspected 
to be self-serving, but May Day for Justice 
does not pretend to be an objective study. It 
is the case for the prosecution, presented 
with considerable forensic skill combined 
with journalistic ability. It has been con- 
structed link by link, with meticulous re- 
gard for every minute detail. w 


Nihal Jayawickrama is: r Lecturer їп 
Law, University of. Hon, oH 
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avid Leake Jr has pulled together 

| considerable historical, ethnogra- 

102 phic, economic, and political infor- 

(T mation from a variety of sources to provide 

са readable introduction to Brunei. Al- 

- though expelled from Brunei, apparently 
for spurious reasons, he is balanced, albeit 
unanalytical, in his tone. Scholars may take 
issue with the glib way in which he has 
rendered some of the less than clearly attri- 
buted historical and ethnographical mate- 
rial, while others may find James Barth- 
olomew's racier book on the sultan more 
enjoyable. Nevertheless, Leake's book 
could well become the standard introduc- 
tion to Brunei for some time to come. 

The book reflects some typical foreign 
preoccupations with Brunei: can an abso- 
lute monarchy survive for long, even with 
Westem, Japanese and Asean support? 
What about the royal family? How viable is 
Brunei's "Shelfare state" in the long run? 
And so on. While posing such questions, 
Leake also answers others, pointing out, 
for instance, that Islam has been invoked to 
protect the status quo in Brunei, rather than 
to bring about radical change. 

The practice of censorship will probably 
mean that the book will not circulate openly 
in Brunei, though the photocopy machine 
will enable a good many of the sultanate's 
English-reading residents to assess it for 
themselves. в Jomo К. S. 








`` How wise of Ronald Knapp to choose 
- Zhejiang, the province to the south of the 
p ‘Yangtze delta, when searching for an area 
in which to conduct his survey of Chinese 
. vernacular architecture. The hills, canals, 
streams, lakes, and above all the climate of 
this most beautiful of Chinese provinces 
have shaped the rural dwellings described 
in this clearly written and attractively pro- 
> duced book. 

One deduces the intensity of summer 
heat from the thick white walls of pounded 
earth. For the builder, who uses the stone 

`. from the mountains for paving and decora- 

_ tive embellishment, and the local soils for 

-. making bricks, the natural environment is 
rchitecture’s raw material. 






















The book, by an American professor of 
geography, is a scholarly study, but an 
added use would be as a travel companion, 
its pages laid open as a guide while its sub- 
jects are approached village after village 
and discovered within their moist and rus- 
tic settings. 





The Malay Archipelago was an obvious 
candidate for the attention of 19th-century 
explorers, botanists, anthropologists, nat- 
uralists, and illustrators, occupying as it 
did a seductive penumbra, neither so well 
lit as to dampen curiosity, nor so darkly un- 
known as to inhibit the half-inquisitive. 
From his travels in these islands in the mid- 
1850s, the naturalist Alfred Russel Wallace 
brought back no 
fewer than 125,660 
specimens of mam- 
mals, butterflies, 
. birds, shells, rep- 
tiles and beetles. 

The pages of 
Wallace's classic 
account of his 
14,000-mile jour- 
ney, first pub- 
lished in 1869 and 
recently reprinted 
with a foreword by 
Lloyd Fernando, 
are crowded with 
brilliant description and brim with the 
discoverers enthusiasm. The numerous 
illustrations, drawn on wood, are artisti- 





cally pleasing yet executed with a full- 
ness of detail to satisfy botanists and 


zoologists. 


The Straits Settlements and the Feder- 
ated Malay States at the turn of the century 
were deemed “Britains beyond the seas,” 
lands to be brought under the British impe- 
rial order, and the colonial authors of this 
compendium — such people as the curator 
of the Selangor Museum, the Secretary to 
the Resident of Perak, the director of the 
Botanical Gardens of Singapore, and so on 
— were in a sense joining in the venture of 
empire by cataloguing and describing the 
places' history, races, administration and 
commerce, drawing on the expertise of the 
various government departments and the 
records of the India Office. 
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down, and the compila 
exhaustive. The pictures 
accompany the detailed te 
you would find in any imp 
Penang Amateur Dramatic ' 
YMCA, the winner of the Sing; € 
and so on. The reprint is welcome, the 
it is a pity itis : bridged edition. 

























Sha Tin, Tuen Mun, Junk Bay. These are 
the place names, some might say, of 
Hongkong more authentic than that of the 
Peninsula Hotel and Victoria Peak. They 
are the names of three of the colony's eight — 
New Towns which, in gargantuan clusters. _ 
of concrete, house 3.5 million people, or _ 
over half Hongkong's population. a0 

Ploughing through every committee’ s 
study, departmental report and blueprint, 
the author delivers on his promise of an. 
administrative and procedural history of | 
what started off as a frantic scramble to get 
squatters and waves of refugees. off the. 
streets and ended up as a HK$78 billio 
(US$10 billion) haphazard scheme t 
cheaply house the worker bees of Hon 
kong's growth. 2 



























Sally Cheong has produced a useful _ 
compendium of 23 major Singaporean and. 
Malaysian business groups, focusing o 
corporate history and on the business a 
tivities of individual companies withi 
these conglomerates. Cheong, who has: 
viously been hard at work at the compa 
registry in the two countries, also pro 
information on the share ownership. and d 
rectorships of the firms. 

Unfortunately, she does not have a re 
porter's nose. Cheong often stops short 
delving at the nominee company leve 
leaving the reader uncertain of who tt 
beneficial owners of a company are. T 
particularly glaring in the case of the. 
NSTP Group and Berjaya Corp. 
cose relationship to Malaysia's т 
United Malavs National Organisatioi 
been well documented elsewhere. Nor 
less, Cheong's effort is a good add 
the relatively scant literature availab 
listed Malaysian and Singaporean. a 
panies. 









By Charles Smith in Tokyo 


anuary 1990 may be remembered as a 
month when the magic almost van- 
ished from Japanese stocks. But the 
. pF same month may have. also seen а 
. structural shift in investment patterns, 
_ judging by frenzied trading and fast rising 
.. share values in the little known Tokyo over- 
. the-counter market (OTC). 

|. The orc markets four-fold jump in trad- 
_ ing volume from year-ago levels, combined 
(With a more than doubling in price levels, 
- suggests, according to Akio Terawaki, a 
_ Nomura Securities analyst, that Japan's in- 
` Stitutional investors may finally have disco- 
-vered the importance of small service-sector 
|. companies in Japan's domestic demand- 
_ led economy. 

|^ The fact that prices also rose sharply on 
. the Tokyo Stock Exchange (TSE) second sec- 
_ tion during most of January confirms that 
“something is afoot” in Terawaki's view. 
But it is still far from certain that the OTC 
_ will continue to boom when investors re- 
turn to the stockmarket proper, as they 
were expected to do in the aftermath of the 
uling Liberal Democratic Party's February 
_ 18 election victory. 

What may be more of a worry is the fact 
that Japan's OTC market, unlike the big US 
_ Nasdaq market in unlisted securities, is still 
_ far from capable of absorbing the flood of 
money which may be trying to find its way 
. into small company stocks. In contrast with 


















27 bol of: success 


Share values on Tokyo’ $ OTC: ае have 3 risen. ын more Шап 


pan's OTC enjay s active trading, stronger share prices 


s, big time 


the 4,000-odd stocks available for trading 
on Nasdaq's computer network, the Tokyo 
OTC boasted a list of 279 companies at the 
end of 1989, including 16 which had been 
downgraded from other stockmarkets. 

At least 100 more companies are likely to 
enter the market in 1990. But OTC trading 
volume, which hit 9 million stocks daily in 
January, is still barely level with trade in a 
single major stock on a busy day on the 
TSE's first section. The sheer lack of stocks 
for sale, combined with an antiquated trad- 
ing system which requires dealers to place 
orders by telephone, may explain why the 
market “seized up” twice during January. 

A new trading system, which will allow 
direct real time trading on the model of 
Nasdaq, is due for introduction in October 





Traders keep it small — for now. 


But this since e the market took off i in the e half last year. o 


1991. But even when that happens, dealers 
expect trading on the OTC to be more cum- 
bersome than on the stock exchange. 

The OTC's merit, in the views of en- 
thusiasts like Terawaki and the handful of 
foreign securities companies that have re- 
cently started — or are planning to start — 
OTC-linked investment funds, is that the 
small companies so far quoted on the mar- 
ket provide a mirror to where Japan's econ- 
omy may be moving over the next decade, 
whereas the TSE, and particularly its first 
section, is a mirror of the past. 

In contrast with the 29% weighting (by. . 
market capitalisation) of financial-sector 
stocks on the TSE first section, banks and 
other financial institutions have almost no 
presence on the OTC, but 45% of total list- 
ings are for companies involved in com- 
merce, services or real estate, three sectors 
which should benefit from the long-term 
shift in the structure of Japan's economic 
growth from exports to domestic demand. 


he fact that the market includes a 
high ratio of companies based out- 
side Tokyo may be another merit, 
according to Philip Dodds, equity 
research manager at S. G. Warburg. Dodds 
points out that "household name" com- 
panies belonging to the keiretsu were the 
main beneficiaries of the 1986-88 jump in 
Tokyo land prices, since much of the capi- 
tal’s most valuable real estate is owned by 
such groups. The iin n of ne land 





During 18. years i in “the piene. о JAFCO i ا‎ — 
acquired а ¥100 billion investment portfolios made up of stocks D 
in 680 small and рут comp: | 





























imp in land о elsewhere, means a 
it should be the turn of regional companies 


The predominance of owner-managed 
companies among OTC stocks is another 
.. reason why the market looks attractive. 
~~ Such ofc-listed companies are likely to be 
more sensitive to the shareholder's view- 
nt than TSE first-section companies 
h traditionally give top priority to the 
nterests of customers and employers. 

~~ The other side of the coin is that OTC- 
‘quoted companies may have an even lower 


^: ratio of total shares available for trading on 


the market than companies quoted on the 
TSE's first section. Listing rules drawn up 
.. by the Japan Securities Dealers Association 

(ISDA), which manages the market, require 
new entrants to make available for sale 
a minimum of 12.5% of the stock plus 
250,000 shares. What this tends to mean in 
practice, according to JSDA officials, is that 
owner-managers hang on to about 80% of 
the stock in their companies with only 15- 
20% left over for investors. 

The 60-70% of OTC companies that are 
owner-managed represent the market's 
most attractive sector, according to 
Kawada, since such companies are, almost 
by definition, strong on entrepreneurial ta- 
.lent. But the market includes two other 
fast-growing sectors that could eventually 
overshadow owner-managed companies. 
The first consists of newly listed sub- 
sidiaries of major commercial or industrial 
groups for whom the OTC represents à 
chance to boost the group's appeal to in- 
vestors. 

Major companies in mature industries 
like non-ferrous metals or textiles have 
used the OTC to float off some of their more 
promising divisions as separate companies. 
This enables them to show the shares they 
themselves hold in their subsidiaries at 
market, instead of book, value in their con- 
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- portant way. Whereas most US venture« 
«vest mainly in start-up companies that: run a high risk of failure, 
` ЈАЕСО (and other Japanese. venture c capitalists) look for what. 2 

is — meaning companies that 
1g troubles and are believed to pie 





they call "steady growth” situation: 
have overcome i initial teethir 







s TER the US model i in one 17 im- b 


The markets of the future 


Right scale > f 


Left scale 


solidated accounts and, by doing so, to 
support the parent company's share price. 

Foreign-associated companies are the 
last major category of OTC shares which ap- 
pear to have a bright future. The current 
handful of foreign stocks includes such od- 
dities as the main importer of Jaguar cars in 
Chiba prefecture and the Japan sales com- 
pany of Avon Cosmetics. Foreign com- 
panies see the OTC as a means of advertis- 
ing — particularly for bright new recruits. 
But investors apparently see them as part of 
the wave of the future. The Chiba Jaguar 
distributor's share price jumped by about 
80% in 1989, underperforming the market 
index but outdistancing all 10 Japanese 
motor manufacturers. 


snag with most OTC shares, ac- 
cording to Martin Roth, a specialist 
on the market at Kleinwort Benson 
Securities, is that sharply rising 
prices during the past six months have left 
price-earnings (p/e) ratios at a level which 
challenges even the extremely high levels 
of stocks quoted on the TSE's first section. 
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stocks. of unqüolsd smäll сбил) to foreign investo : 
were quick to see the possibilities of small companies. 
` Foreigners still account for half the money: invested in 
JAFCO's partnerships which in turn represer 
aged: funds. But Japanese investors are catching up fast, snag 
ping up more than 90% of recently offered partnership ti 
— «^ fJAFCO's buried treasure 
mee “could: justify an eventual sha 
. than dre ышын | 
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Aj cod no average has been worked o 
for the whole market, OTC companies witl 
ples of 70 or 80 are now said to be common 
up froma typical level of 20 or 30.a year a 
The justification for high p/e ratios, 
cording to Paul Heaton, an analyst at W.I 
Carr, is that sales and eamings growth 
rates of 2076 and 30% respectively are co 
monplace on the OTC. This should mean 
that OTC companies should normally b 
able to support higher p/es than mature 
first-section stocks. 
The impressive profits of most OTC com: 
panies to date does not mean according to 
Heaton that prices are set for anothel 
phenomenal leap in 1990. But it may mean 
that more companies will be trying to enter. 
the market in 1991 and beyond. 
Nomura plans to start a new OTC relat 
investment fund in June to gather what 
sees as a continuing flood of money seek- 
ing small company stocks. Bureaucrats at. 
the conservative Ministry of Finance hà 
ruled that all OTC-based funds should be re- 
gistered outside Japan until the market E 
gins to look more stable. 
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By Carl Goldstein in Hongkong | 


: belated tchup effort, the Hong- 
done Government is setting up a 
semiconductor design centre that it 
hopes will keep local electronics companies 
— from falling further behind their more ad- 
. vanced competitors in other parts of the re- 
^. gon, especially Taiwan, South Korea and 
p pingapore. 

. The new facility, which is to be opera- 
ue бола] by year-end, will train engineers sec- 
. onded from Hongkong-based companies 
_ in the design of applications-specific inte- 
grated circuits (ASICS). This technology in- 
volves designing fully or semi-customised 
_ semiconductors capable of replacing 50 or 
_ more standard microchip packages, thus 
. not only saving on space and energy con- 
. sumption but also making products more 
. difficult to copy. ASICs have become the 
_ indispensable building blocks in a host of 
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modem gadgets ranging from computers 
to electronic toys and are the fastest grow- 
ing part of the semiconductor industry. 

“We have identified asic design as 
perhaps the key technology for helping 
Hongkong’s electronics industry add value 
to existing product lines,” says Joshua 
900k-leung Wong, chairman of Hongkong 
Polytechnic’s engineering division and 
head of a committee that conceived the idea 
for the centre. 

The effort is modestly funded for such a 
good idea. Still, HK$10 million (US$1.3 mil- 
lion) for the purchase of equipment and 
software and another HK$4 million for the 
first year's operating expenses will go fur- 
ther than the small amount of money in- 
volved would seem to indicate because the 
Vocational Training Institute, a government 
agency, is providing space free of charge at 
its new headquarters building. In addition, 
computer and software companies will sell 
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- rise of 26% in world shipbuilding or- 
, ders during 1989, including a 23% in- 
4. ЛА crease in Japanese yards alone, has 
ed to speculation that a long-awaited ship- 
placement cycle has started. 
But some shipping-industry officials be- 
ve that even though ships’ revenues 
ve risen significantly and shipping com- 
пу profits have generally improved, 
most. of these benefits have occurred 
wough the use of written-down ship: 
What has been ordered, these officials say, 
is thus merely the tip of an iceberg still some 
ars off because freight rates are too 
w to support a shipbuilding boom. 
addition, the softening of the US 
economy may cut into projected 
rofits and delay the boom further. 
` London's Lloyd’ s Register of Ship- 
ping reported this month that ships 
under construction and on order at 
the end of 1989 totalled 31 million 
oss tonnes, the highest. figur 
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nes, or 33% of all orders, almost half of 
which comprises orders for tankers against 
a worldwide figure for tankers of 38%. 
Japan's orders in 1989 amounted to 4.3 
million gross tonnes, or 22.6% of the 
worldwide total of 19 million gross tonnes. 
The Lloyd's report put Japan firmly on top 
again in the world shipbuilding league, 
with its order book up by 42% from the 
1988 figure. South Korea remained in sec- 
ond place, but with orders for 6 million 
gross tonnes, up 2.7% from a year earlier. 
Tokyo-based analyst Chuck Olson of 
Kleinwort Benson says a combination of a 
restructured shipbuilding industry in Japan 













centre = sepresenis. a ш from Ше 
longstanding insistence that such efforts 
should be financed entirely by the industry 
that is to benefit from it. Government offi- 
cials are loath to admit any connection, but 
perhaps the sight of companies in Taiwan, 
South Korea and Singapore establishing in- 
ternational reputations for quality high- 
technology products has begun to have 
some impact. 


hile regional competitors received 
W lavish government subsidies or 

were. given technologies de- 
veloped at government expense for their 
own commercial exploitation, Hongkong 
companies have had to go it alone. This has 
not kept it from developing a thriving com- 
mercial and light industrial base. 

Still, most companies in the electronics 
sector do little more than assemble pro- 
ducts to their buyers’ specifications. The 

soon-to-be established centre represents a 
significant first step forward for efforts to 
move the local electronics industry beyond 
that point. 

The development of a more sophisti- 


and labour and currency problems in South 
Korea were major factors in Japanese yards’ 
gains. He says the previous rise of the yen 
had hit shipbuilding hard, giving South 
Korea a competitive advantage while de- 
mand fell. A 20% capacity cut in Japan 
forced the reorganisation of the industry 
into six groups and the shifting of large 
numbers of workers into other trades. 

But with a stronger currency and labour 
problems that have hit South Korean yards, 
increasing demand has made the market 
more attractive to Japanese companies, 
which have reduced their costs while prices 
for new buildings have risen. Olson says Ja- 
panese shipbuilders have not increased 
capacity but have redeployed labour to 
larger yards and are aiming at the top end. 
of the market — liquefied natural gas car- 
riers and giant oil tankers. 27 

Some analysts say portions of the exist- - 
ing fleets can have their economic lives 
prolonged by extensive refits. But Helmut 
Sohmen, head of the Hongko: ong-based d 
World-Wide Shipping group, argues - : 
that this would involve on about | 
E 30% of the total fle 
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cated design capacity in Hongkong would 
enable local offices of multinational com- 
panies to beef up their operations with 
functions formerly centralised in the head 
office. To a large extent, this depends on 
the ability of local engineers to wield ASIC 
technology. 

Smaller companies ought to benefit as 
well. “The intent [of the centre] is to spread 
ASIC design abilities from semiconductor 
companies to electronic companies making 
end products," says C. D. Tam, vice-presi- 
dent of Motorola's Asia Pacific semiconduc- 
tor products division. 

An important feature of the plan for an 
ASIC design centre is that it "represents the 
first time that the industry and some of our 
academics have been able to persuade gov- 
ernment to put money into supporting à 
really important technology," says Winston 
Chan of RCL Semiconductors, a Hong- 
kong-based chipmaker. 

The plan follows an earlier, more limited 
version that had local companies sending 
engineers overseas for short training 
periods at government expense. 

Under the new plan, instructors at the 
centre will provide a mix of part-time, even- 
ing and short-term full-time instruction so 
that the engineers taking the classes will be 
able to continue working. Li 


bulge of new orders so they can avoid add- 
ing capacity. Prices are increasing, with à 
large crude carrier ordered from Hitachi 
Zosen late last year costing #11 billion 
(US$77 million) and a similar vessel ordered 
from South Korea's Daewoo about Won 
54.8 trillion (US$80 million). 

With increasing trade, rising oil prices 
and freight rates being pushed ир, Olson 
says good times are set to return for both 
shipping and shipbuilding industries, and 
he expects greater demand for new ships in 
the next four to five years. 

Sohmen, however, says the higher 
prices for new ships could not be covered 
by current shipping rates and only a deficit 
in tonnage would force rates up. His view 
is matched by comments from shipbrokers, 
who say a round of speculative ordering — 
to make a quick profit in a rising market by 
selling new ships before delivery — seems 
to be waning. Owners are becoming in- 
creasingly reluctant to meet shipyards 
prices, and the rate of new orders is tailing 
off. 

With uncertainties surrounding general 

trade expansion, previous and projected 
profits for shipping companies may not 
be enough to generate a long-term fleet- 
renewal cycle. But what could sustain 
a flow of new orders, particularly for 
tankers, is a rise in fuel prices in line 
with crude-oil prices, plus concern about 
oil pollution from accidents to ships, 
which may generate a move away from old 


ships. ^ 
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Г [ ndian economic PITE appears 
-to be close to disarray. Despite a host of 
«JA inherited problems, including a worsen- 
_ ing balance-of-payments deficit, a swelling 
external debt, minimal foreign investment, 
and growing inflationary pressures, Prime 
-. Minister V. P. Singh's National Front gov- 
ernment shows little sign of adopting a 
7 coherent policy stance. On the contrary, his 
ministers seem to be increasingly at odds 
with each other. 

Take foreign investment. While Finance 
Minister Madhu Dandavate's officials are 
preparing what they call a "positive list" of 
industries where direct foreign investment 
will be welcome, Railways Minister George 
Fernandes is continuing his solo campaign 
against PepsiCo, which the previous gov- 
ernment of Rajiv Gandhi allowed into the 
Indian market after nearly four years of 
talks. 

In his latest attack on the US mul- 
tinational, Fernandes, whose port- 
folio does not involve food-process- 
ing industries, claimed on 10 Feb- 
ruary that PepsiCo was "over-in- 
voicing" and "a cheat." In India, the 
food-processing industry has tradi- 
tionally been off-limits to foreign in- 
vestors. Some 22 industries are speci- 
fically reserved for domestic capital. 

Foreign investor apprehension 
increased when Singh himself an- 
nounced on 13 January that the gov- 
emment would "reopen" a US$470 
million compensation settlement 
reached with Union Carbide for the 
victims of the Bhopal gas disaster. 
Foreign investors were already 
concerned because, despite strong pres- 
sure, they had failed to get the government 
to relax its 40% maximum foreign-equity 
rule, a considerable barrier to increased in- 

` vestment. 

.. Last year, approved direct foreign invest- 
< ment fell to under US$100 million, a trickle 
-when compared to the amounts flooding 
. into Southeast Asian countries. Thailand, 
for example, has attracted 20 times as 
. much proposed investment in the same 
`... Outsiders have also been unnerved by 
recently announced plans, endorsed by La- 
< bour Minister Ram Vilas Paswan, to intro- 
~ duce worker-participation schemes іп in- 
dusty. 

с> Several senior ministers, however, have 
een at pains to stress that the liberalisation 










Policy paralysis 


policies of the Gandhi era will continue. Un- 
like Fernandes, for instance, Industries Min- 
ister Ajit Singh has urged continuing for- 
eign collaborations in industry and opposed 
curbs on foreign investment. He is also like- 
ly to head off cabinet moves to categorise 
imports as luxuries and essential items. 

India's balance-of-payments deficit and 
its external debt, now approaching US$56 
billion according to estimates from the 
Washington-based Institute for Inter- 
national Finance, mean the government 
must endorse a continuing export drive. 
However, though firms exporting 60% of 
their product will soon be exempt from 
most licensing requirements, bureaucratic 
hair-splitting still sets too many procedural 
traps for exporters. 

Bureaucratic problems have weakened 
policy measures in other areas, too, most 
notably in telecommunications. Gandhi 
created a Telecom Commission to oversee 





expansion of India's telephone network. 
But the commission now faces extinction. 

The Gandhi-era liberalisation program- 
me is also under fire from nine newly ap- 
pointed members of the government's 
Planning Commission. Deputy chairman 
Ramakrishna Hegde says that the fruits of 
growth in the past decade have been de- 
nied to large sections of the people. 

On 12 February, Hegde and his col- 
leagues approved an approach paper 
which proposes decentralising planning 
and lifting rural living standards. "The 
change [in the commission] і is not merely in 
the name plates," says one analyst. “It is 
also in the attitudes, the approaches and 
even in the jargon. Out goes liberalisation 
and market forces, and in comes the rural 
sector and area development.” 
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ing Comr 
еен бы Chand jain, 
emment’s economic plan will 
people, whereas previous plans had 
fied “numbers, targets and growth. 
Opposition to liberalisation also ap 
to be coming from the Prime Mir 
Economic Advisory Council, whict 
moved into a position ot policy: 
prominence. Chaired by academi 
nomist, Sukhamoy Chakravar ty, the co 
cil has called for a strategy “with adeque 
emphasis on removing disparities betwee 
sections of the population. and regions, 
rather than just aiming for a higher rate of 
growth in aggregate output." 
This kind of talk implicitly strengthens 
the position of Deputy Prime Minister Devi 
Lal, a populist politician from Haryana state 
and the godfather of the rural debt-relief _ 
plan which some critics fear may destroy | 
the rural banking system. — S 
Paralleling the internal policy. contradic- 
tions is a sense of policy inertia. Singh 
minority government wants to back off 
from implementing austerity measures 
until nine state assembly polls, scheduled 
for 27 February, have been held. These 
elections are encouraging the government 
to reaffirm its commitm I 
promises made during 









































Lal, who also holds the agric 
ture portfolio, wants the govern 
ment to write off all farm loans 
under Rs 10,000 (US$591). Ministers. 
have also promised to increase mili- 
tary pensions and set up a new em- 
ployment-generation fund. Finance 
Minister Dandavate has endorsed 
debt relief, despite criticism from Re- 
serve Bank of India governor К. №. 
Malhotra, who fears it will havea 
disastrous effect on a credit system _ 
which already has Rs 150 billion іл ~ 
non-servicing loans on its books, 
four times the 1986 figure. B 

Amid the drift and disarray, _ 
India's economic difficulties con- 
tinue to mount. Output in several 
important industrial sectors is expected to. 
contract in 1990 (REVIEW, 22 Feb.); the coun- 
trys export drive is already. lagging m 
some areas; inflation, which stood at 7:49 
at the end of last year, is on the rise; an 
the government's budget deficit shows a 
the signs of widening further, especiall 
now tension with Pakistan is likely to das 
hopes of less defence spending. : 

In addition, domestic oil production is. 
unlikely to be sufficient to meet demand 
now increasing by 10% a year, and th 
Soviet Union, India’s main supplier of fux 
oil, now demands payment in convertibl 
currency. That is likely to add to concer 
over the country’s foreign-exchange reservi 
position. At the end of December, it stood 
at Rs 50.4 billion, sufficient to cover just 1. 
months of imports. 
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hy, beginning with the premise that the groups owe 
their кен wealth to 25 years: of repressive anti-labour govern- 


relentless pressure to open its domestic international 
competition may succeed where others have failed - = -to cut the | 
chaebol down to size. iv pe uM 





_ South Korea’s much criticised chaebol are back in favour 











































CONSTET IR TUNER ASPEN E M RR 
By Mark Clifford in Seoul 


for much of the past decade for 
being too greedy and powerful, 
T South  Korea's chaebol have 
merged stronger than ever. As concerns 
grow about South Korea's deteriorating 
trade performance, the government of Pre- 
sident Roh Tae Woo has found that it needs 
the conglomerates that dominate the econ- 
omy. 

^. There are no official figures to show 
South Korea's dependence on the chaebol, 
but the four largest groups — Samsung, 
Hyundai, Lucky-Goldstar and Daewoo — 
are estimated to have sold Won 72 trillion 
(US$105 billion) of goods and services last 
year. That is the equivalent of a half of the 
country's GNP of nearly Won 140 trillion. 
sven trading companies controlled by the 
raebol account for almost 40% of the 
'untry's total exports. 

Вір business is attacked in every coun- 
/, but South Korea’s brand of radical 
zalitarianism sets it apart. Economic suc- 
'ss has aggravated rather than soothed the 
nsions between the haves and have-nots. 
rder to win electoral support, the Roh 
government has had to encourage political 
assaults on the chaebol and issue measures 
cut them down to size. 

‘The government's latest attempt to tame 
e chaebol, however, has been aban- 
ed. "Our policy will not be to try to re- 
trict the growth of the chaebol as in the 































Ithough reviled and reprimanded ` 


past,” the minister for trade and industry, 
Han Seung Soo, said on 8 February. “But 
we will try to promote small and medium- 
sized industry so that the imbalance can be 
redressed." 

The most significant reason for the 
change of policy is the two-year apprecia- 
tion of the won, which has cut South 
Korea's trade surplus to US$912 million in 
1989 from US$8.9 billion the year before. 
Exports grew only 2.8% in 1989, while im- 
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Seoul-mates again 


ports soared 18,6%. Annual СОР growth 
slumped to 6,3% in 1989 from an average of 
12% in 1986-88 and is expected to rise only 
slightly this year. In South Korea, this is 
called a crisis. 

Observers in Seoul are only beginning 
to understand that the government's anti- 
chaebol measures were dropped because of 
the economic slowdown and the country’s 
reliance on the big groups’ export prowess. 
But even beyond the immediate problems 
caused by a strong currency and rising la- 
bour costs, South Korea will have to con- 
tinue to depend on the chaebol in order to 
meet its target for the 1990s of investing in 
technology-intensive industries. | 

“If you want to build up an aerospace 
business, you can't establish it with Won 5 
million," says an executive at a medium- 
sized business group. 

The resurgence of the chaebol was dem- 
onstrated by February's realignment of 
South Korea's political parties in a grand 
conservative coalition that will strengthen 
the hand of big business. The govern- 
ment has indicated that it will take tougher 
actions against the labour unions within 
the next few weeks and will revert to its 
policy of backing the chaebol in order 
to prevent strikes бога. НРАВ the 
economy. | 7 

“Investors expect a more direct export- 
oriented policy away from | the present 
focus on the fair distribution. of national 
wealth," said the US securities firm Pru- 













merger. The ruling party and business 
want the sort of cosy relationship that 
Japan's industrial groups have with the 
E 

^c Like the oligarchs who modernised 
Japan after the Meiji Restoration in the 19th 
century, the South Korean Government 
nurtured big business with cheap credit 
гапа preferential treatment to help the econ- 
оту grow rapidly. The policy succeeded all 
.too well. By the end of the 1970s, the 
` chaebol's size was becoming a political lia- 
bility for the government. A collection of 15 
гог so business groupings had come to 
dominate the economy, threatening to 
dominate not only South Korea's trade 
unions, but the authorities as well. 

In 1980, radical reformers grouped 
around the newly installed president, 
Chun Doo Hwan, restructured heavy in- 
dustry, forcing firms to swap and consoli- 
date business lines like cars and heavy 
machinery. Five years later, їп another 
wave of anti-chaebol zeal, the government 
brought down the Kukje group, the coun- 
try’s sixth largest. Chun's advisers told the 
company's bank to bully the chairman into 
surrendering his shares, leading to the 
breakup of the entire group. 

The latest assault began under President 
Roh in 1987. The govemment scrapped 
preferential credits for export finance and 
reduced access to cheap funds for capital 
investment. It tried harder to limit cartels 
and oligopolies by strengthening the Fair 
Trade Act. The chaebol were ordered to 
eliminate cross-shareholdings by March 
1990 and restrict investments in affiliates to 
40% of net worth by 1992. 

The government has also forced chaebol 
to repay bank borrowings. Every year, the 
Bank of Korea, the central bank, specifies 
the amount of loans to be repaid by the 
business groups. Their repayments totalled 
Won 1.25 trillion last year, of which Sam- 
sung alone had to retum Won 200 billion. 


ome of these measures have been 

designed to help smaller business 

to grow. Since the mid-1980s, the 
ЖМ. government has tried to curb in- 

-vestments by big groups outside their 

“mainstream” businesses and has reserved 

-a wide range of products (a recent example 

“was golf balls) exclusively for smaller com- 

. panies to manufacture. 

. But overall, the programme has had 
only modest success. The companies nur- 
tured by the government stand a fair 
chance of prospering, but others languish, 
largely for lack of finance. The Korea Fed- 
eration of Small Business says that the top 
30 chaebol accounted for 5376 of all borrow- 
ing from short-term finance companies and 

x 41% from leasing firms. 

<o While the government has tried to hold 

E back the chaebol and encourage small 

` businesses, its programme to liberalise the 
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ness. The government's share of manufac- 
turing output dropped to 16% in 1986 from 
38% six years earlier — and it was the 
chaebol which filled the gap. 

They have also taken advantage of 
looser investment regulations to set up 
their own factories after the government 
got rid of cumbersome licensing proce- 
dures. The role of the government, says 
Han, will be to help repair the damage 
caused by over-investment, not to prevent 
it. Now "there is a much smaller role for the 
government to play," he says. 

The chaebol have been told that they 
cannot expect special favours from the gov- 
ernment, yet ministers are still not pre- 
pared to face the consequences of a big 
company going bust. When Daewoo Ship- 
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building and Heavy Machinery threatened 
to declare bankruptcy in late 1988, the gov- 
ernment stepped in with a rescue plan that 
allowed the company to pay generous 
wage increases to the workers and injected 
fresh capital into the shipbuilder. The new 
official policy of backing the chaebol to pre- 
vent strikes reverses a three-year-old stance 
to allow the groups themselves to settle 
their own labour disputes. 

In the 1990s, however, the amount of 
open support that the government will be 
able to eve the chaebol will be limited. 
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While the lees of the groups may по 
allowed to collapse, small chaebol which 
kely to be bailed 








run into trouble are unlil 
out by the government. “The Korea Inc. we 
used to rely on isn’t there,” says 
banker, except perhaps 
companies. 

Nonetheless, there are t 
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spite a drop. after t wee e years of ode ex- 
pansion during the 1986-88 export boom. 
According to the Bank ERE Korea, amene $ 5 : 
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net profits totalled Won 294 billion on turn- 
over of Won 21.2 trillion in 1988. = 
One reason for their new-found au- 
tonomy is that the chaebol rely less on bor- 
rowings from the banks. This is an impor- 
tant difference from the keiretsu — Japan' 8 
large industrial groups — which can bor- 
row from a bank within their own empires. 
Now the chaebol are being pressed by 
the government to list more of their com- 
panies on the stockmarket. Listed cote 
panies have soared to 626 at the end of 1989 
from 355 in 1986. Last year, all listed com- 
panies (not just chaebol) raised more than 
US$21 billion in equity issues, against less 
than US$1 billion in 1986. The big groups . 
are likely to raise a lot more money by sell- 
ing off their shareholdings and by floating 
affiliated companies, half of which are un- 
listed. = 
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DLP rally; Han: political value for money. 
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Chaebol money funds South Korea’s democracy 


Business of politics 


he surprise merger of the ruling 
Democratic Justice Party (DJP) with 
two opposition parties to fotm a 
grand conservative coalition, the Demo- 
cratic Liberal Party (DLP), is mostly good 
news for the chaebol. But it is unlikely to 
lessen the enormous amount of money 
which business disburses to keep South 
Korea's democracy working for it. 

The merger, which was formally an- 
nounced on 9 February, will bring an end 
to bickering about economic policy and is 
likely to result in greater support for export- 
ers, more subsidised credit for manufactur- 
ing investments, fewer restrictions on the 
chaebol, and a tougher stance against la- 
bour. "The impact [on business groups] is 
very favourable," says Minister for Trade 
and Industry Han Seung Soo. 

If he is right, then business will be able 
to point to the new climate as merely poli- 
tical value for money. Certainly, democracy 
has not come cheap for business. Hun- 
dreds of millions of dollars are spent on na- 
tional elections — analysts estimate that 
about Won 400 billion (US$580 million) was 
spent on Roh's 1987 presidential election. 
And it is mostly business which picks up 
the tab. 

Ruling party candidates in most of the 
country's 224 electoral districts each spent 
Won 500 million to Won 1 billion during 
the April 1988 National Assembly elections, 
according to those involved with campaign 
finances. Most opposition candidates have 
much more limited funds, but total spend- 
ing on that election is estimated at Won 
125-200 billion. 





Like much else in the South Korean po- 
litical economy, the new ruling party is in- 
tended to ape the Japanese Liberal Demo- 
cratic Party — it even uses the same 
Chinese characters. And like its Japanese 
counterpart, the DLP will need mountains 
of money to keep it going — to pay for 
campaign staff, gifts and meals for voters, 
and printing costs for leaflets, posters and 
banners. 

The DLP is also expected to have a 
number of strong factions — which will 


Challenger for 
the 1990s 


Among South Korea's corporate élite, 
STC Corp. is a tiddler when compared 
with giants like Hyundai and Samsung, 
but it is a chaebol nonetheless. With sales 


of Won 188 billion (US$274.4 million) in 
1989 and pre-tax profits of Won 3.2 bil- 
lion, STC is one of the world's largest 
manufacturers of plastic cling film for 

pping food. While too small to be in- 
duded in the list of chaebol subject to 
government controls, it still behaves like 


wra 


one and is expected to grow rapidly by 


being nimble enough to take advantage 


of market opportunities. 
Few foreigners would have heard 
of STC until it floated US$30 million 
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also increase the bill for business. “Busi- 
nesses will probably spend far more,” says 
a former fund-raiser for ruling party candi- 
dates. “Until a clear favourite emerges, 
business has to support all of them.” 

There is another similarity: a minor 
scandal erupted late last year when mem- 
bers of the Inchon chapter of the DJP impro- 
perly received low-priced shares of a com- 
pany which was about to go public. The 
sums involved were small, but the events 
bore a marked similarity to Japan's Recruit 
Cosmos scandal. 

In a country ruled by powerful chief 
executives, political fund-raising has tradi- 
tionally been centralised. But Roh reported- 
ly has no interest in handling political con- 
tributions, which will further strengthen 
the power of factional leaders. 

In the past, the government asked one 
of the business lobbies, usually the Federa- 
tion of Korean Industries, to raise a specific 
amount of money. Companies contributed 
funds based on their relative financial 
strength. Now there are more business 
groups (such as banking associations) to 
ask and individual companies have access 
to far greater financial resources. 


ifficulty in raising campaign funds 
D was apparently one of the reasons 

former opposition leader Kim 
Young Sam's Reunification Democratic 
Party (RDP) joined the new coalition. Rais- 
ing money has never been easy for the RDP, 
and party insiders say that several legisla- 
tive seats were given to supporters who 
made donations of Won 2 billion each. Kim 
Dae Jung's Party for Peace and Democracy 
also traded two seats for donations of Won 
2 billion each, according to those familiar 
with the party's finances. The RDr's finan- 
cial situation became worse after its candi- 


of convertible bonds on the Euromarket 

in December 1989. The company start- 
ed as a trading company in the 1950s; 
profited as a wig manufacturer in the 
following decade; had a fling at mak- 
ing sweaters, and eventually bought 
a chemical company in in the 1970s. So after 
starting and shedding a variety of busi- 
nesses, STC now concentrates on plastics 
and packaging, liquid crystal displays 
and consumer products like dry-cell bat- 
teries. 

In 1988 the company set up а 
venture with US consumer- bun 
giant Proctor & Gamble in an effort to 
take advantage of STC's excellent distribu- 
tion network. STC paid Won 4.4 billion for 
its 40% stake. Household products like 
babies’ nappies and toothpaste will be 
manufactured in South Korea. 

SIC's latest project is to invest in finan- 
cial services, an emerging trend among 
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date’s poor showing in the Youngdungpo 
by-election last August. 

The chaebol are not fond of doling out 
money, but they know that political spend- 
ing helps guarantee their survival. “To put 
it in the simplest terms, who else is going to 
pay for all of these elections?” asks a senior 
executive at a medium-sized business 


up. 

The fruits of this generosity can already 
be seen. The country’s 25 securities houses 
reportedly donated Won 5 billion to the rul- 
ing DJP at the beginning of December, only 
days before the Finance Ministry an- 
nounced a series of measures to boost the 
stockmarket. Finance Minister Lee Kyu 
Sung's denial that the two events were di- 
rectly related was, strictly speaking, proba- 
bly true. But it was obvious to the securities 
industry that the ruling party put pressure 
on the Finance Ministry to prop up the 
stockmarket. 

At some point, influence peddling can 
become straightforward corruption. Last 
autumn, Park Jae Kyu, a legislator with the 
former RDP, was arrested on charges of tak- 
ing Won 200 million in bribes from pes- 
ticide makers in return for using his posi- 
tion on the Agriculture Committee to help 
them. Park was only a first-term legislator, 
and many people were left speculating on 
how much more money senior lawmakers 
receive. 

The country's 299 legislators are esti- 
mated to spend Won 8-15 million each a 
month on staff, local chapter expenses and 
gifts of cash or flowers for weddings and 
funerals. These are ordinary operating ex- 
penses. During an election, life is much 
more expensive for incumbent legislators. 
Periodically, cases surface of party workers 
posting cash to voters, in a blatant attempt 
to buy votes. m Mark Clifford 
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Samsung fears foreign competition in domestic market. 


ECONOMIES 3 


The chaebol will find the world less friendly 


No place like home 


here the government has failed in 
W: attempts to tame the chaebol, 
stiffer international competition 
may yet succeed. As South Korea becomes 
a less restricted trading nation, its managers 
will have show they are nimble and 
smart enough to hold their own in the 
absence of cheap labour or government 
favours. 
Competition in the domestic market will 
not be welcomed by the chaebol, since 
South Korean goods sold locally are more 
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expensive, and of lower quality, than those 
the chaebol export. As South Korea is 
prised open, the chaebol face the loss of 
their most profitable markets. 

Major domestic electronics and ap- 
pliance makers, such as Samsung, Dae- 
woo and Goldstar, are already complain- 
ing. The local press obligingly labels im- 
ports “foreign luxury goods," and tries to 
dissuade South Koreans from buying 
them. Опе local commentator has 
suggested that the chaebol should learn 
from the farmers, and campaign to keep 
imports out. But that is not a realistic possi- 
bility: the chaebol, unlike the farmers, also 
need to export. 

It is not only the domestic demand side 
which is becoming less chaebol-friendly — 
South Korea is becoming a less attractive on 
the supply side. South Korean companies 
are increasingly investing abroad because 
of high labour and land costs in South 
Korea. “We can’t get land at any price for 
chemicals,” says an executive at a chemical 
company. Even when companies can get 
hold of the land, the cost of developing it 
has risen sharply. Land prices excluded, 
since 1987 development costs have over- 
taken those in the US and Europe, the 
executive maintains. 

If they are to become more nimble, the 
chaebol will have to abandon their herd in- 
stinct. Currently, financial services are hot, 
so all the big groups now want a brokerage. 
Or take Samsung, which wants to start 
making cars, since its competitors do. 
Another example — Daewoo is planning to 
build a minicar, so Hyundai suddenly be- 







eric critic of the hebel. 
The big companies know they should be 
re focused. “If we don't divest some 
jects, then hee can we invest in new 
jects," says Lee Hahn Koo, president of 
Daewoo Research Institute. "Restruc- 
ing is very important. If we fail in re- 
iwing we must pay for it in the fu- 





It is not easy. Samsung is the largest of 
:chaebol, and by most accounts, it is also 
one of the best-run. It has a vast and vastly 
diverse array of interests; in everything 
from insurance to semiconductors, from 
sugar refining to biotechnology. Those 
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ing suppliers of semiconductors, a goal 
which is eating up hundreds of millions 
of dollars in investment every year. 

But all this is not enough, so Samsung 
is investing US$1.5 billion in a new pet- 
rochemical complex on the west coast. It 
is also looking for a foreign partner to 
help it get into the carmaking business. 
Moreover, bankers in Seoul say that Sam- 
sung would like to acquire Asiana Air, 
South Korea’s second air carrier, from the 
Kumho Group. 

To its credit, Samsung has started shed- 
ding some smaller, less profitable business 
lines. In late 1988, it announced it would 
farm out products such as black-and-white 
Tvs to smaller companies. The more than 


їл Win 15 trillion (US $2 .2 billion) 





during 1989-91, 

The government hopes tax incentives 
will encourage others to do likewise. But in 
a country where companies measure their 
prowess by size, there is still little pressure 
to string together a sophisticated network 
of supplier companies which could act as 
an economic shock absorber, as it does in 
Japan and Taiwan 

"Japan has professional managers and a 
widespread shareholder base who concen- 
trate on raising productivity," notes Kim 
Mahn Je, former deputy prime minister 
and now chairman of Coryo Research Insti- 
tute. "But South Korean companies are still 
run by their founders," he adds. "They 
think differently. They are ads pulling 
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B By Rodney Tasker in Aranyaprathet 


Vit е mimina tei aniano immi eme aene ve Ө Уну УН an emot nem eaae e uei hn 


here can be no more enthugiastic 
supporters of Thai Prime Minister 
Us Chatichai Choonhavan's policy of 
“turning Indochina from a battlefield into a 
marketplace than the traders of Aranya- 
: Prathet. 

_ For years the prosperity of this rickety, 
-wild-west town of 70,000 people perched 
соп. the border with Cambodia has fluc- 
` tiated with the vicissitudes of Thai policy 
гапа the changing fortunes of this war-torn 
region. Now the town's mainly Sino-Thai 
-traders are licking their lips at the prospect 
of opening up a consumer market to the 70 
milhon people of Cambodia, Laos and Viet- 





? Until recently, these bordering countries 
ere regarded as merely places where 
lackmarketeers could make a fast profit, 
ther than neighbouring countries with 
hich Thais could enjoy the benefits of 
long-term trade and investment. 

: The change in aspiration which Chati- 
hai has brought about can be seen along 
е Burmese border, where nearby Thai 
ogging, fishing and mining companies are 
iling into Burma as it selectively opens up 
to friendly neighbours. A similar scenario is 
being played out along the border with 
Loas. 

. But the business community is still 
. waiting for their government's licence to 
-exploit the previously off-limits communist 
terrain. Chances of getting the green light 
ave improved as diplomatic relations thaw 
owing d the. el of Vietnamese 
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Thailand seeks stronger trade links with its neighbours 





troops from Cambodia and the warring 
Khmer factions appear poised to reach 
some sort of political settlement. 

What they would really like is to reacti- 
vate the railway line which runs through 
Aranyaprathet to the Cambodian border 
town of Poipet, through the major western 
Cambodian city of Battambang to Phnom 
Penh. From there, traders can ship goods 
down the Mekong River into Vietnam. 
“Then, business would quickly pick up,” 
says Manit Sirisomtha, chairman of the 
Aranyaprathet Traders’ Association. 

Apart from trade, local businessmen 
hope their town will become a major 
channel for oe of tourists ea 


ed eventually to pour into Cambodia 
to see the wonders of a largely unspoil- 
ed if war-damaged ancient kingdom. 

In the short term, there is ample scope 
for increased trade. “If there was an agree- 
ment between the Thai and Cambodian 
governments, trade would quickly take off 
— maybe it would rise to Baht 10 billion a 
month and then more,” Manit says. 

Manit claims that the Thai share of 
cross-border trade currently amounts to 
only Baht 10 million (US$390,600) a month, 
of which a fifth is imports from Cambodia. 
Other observers say the figure is much 
higher, particularly if one takes into account 
the thriving blackmarket. 

A trade boom with Cambodia is taking 
place, but Aranyaprathet seems to be miss- 
ing out. In the south, Thai-Cambodian 
trade is going from strength to strength, 
with traders from the Thai province of Trat 
seeking their fortunes by making the short 
sea-crossing to the Cambodian port of Koh 
Kong. | 
Business remains stubbornly low across 


жол unleashes Sio | 
Thai traders. - 


























































ids {о set up other companies.” 
rhaps this is why some of the most 
арк | growth has come from the smaller, 
nore focused chaebol. These groups are 
~ generally more sensitive to market condi- 
< tions and have little of the pullulating and 
. voracious diversity of the biggest chaebol. 
27 For example, Sammi Steel, which ac- 
uired Rio Algom's North American opera- 
tions for US$250 million late last year, has 
- become one of the world's largest speciality 
© steel makers. Kia Industrial has become 
< the nation’s second-largest passenger car- 
. marker less than three years after it re-en- 
{егей the market and, through Ford, is а 
significant exporter to the US. The Lotte 
group, started by a 5outh Korean-Japanese 
chewing gum manufacturer, has built two 
of South. Korea's largest hotels and is a 
` major food processor. ш Mark Clifford 




















the land border from Aranyaprathet. Trade 
takes place via two main border posts to the 
south of Aranyaprathet. The Thais offer a 
whole range of consumer goods, including 
household equipment, clothes, toiletries, 
medicine and motorcydes. In return, they 
buy Cambodian salted fish, bamboo pro- 
ducts, brassware, handicrafts and antiques. 
The trade is heavily lop-sided in favour of 
the Thais, with the Cambodians paying in 
baht or US dollars or else bartering. | 
Aranyaprathet traders particularly re- 
sent the 1981 border trade-control act, 
which lists "strategic goods" which Thais 
are not allowed to export to Indochina. The 
list includes a range of clothing which 
can be considered military garb, some 
medicine, boots, batteries and some 
medicines. But privately, Thai traders are 
prepared to acknowlegde that the Thai 
army is "quite lenient" in monitoring trade. 
Manit and his fellow traders also do a 
smaller amount of business with Khmer 
refugees in the massive Site 2 camp to the 
north of the town, which houses 140,000 
Khmer displaced people, and also with the 
smaller Khmer Rouge-administered Site 8 
camp to the south. 
^ .Aranyaprathet's last big boom was іп 
1979-81, soon after the Vietnamese had 
` ousted the Khmer Rouge from Phnom 
г Penh. Trade then was estimated at many 
< millions of baht a day — the same sort of 
levels as in the 1960s when the US presence 
. in Indochina spawned a thriving blackmar- 
- ket for Thai consumer goods. 
`. Trade in Aranyaprathet hit an all-time 
low in 1980-88 under the hardline In- 
dochina policy of the Prem Tinsulanond 
administration. Hardline policies have trad- 
` itionally meant gloom for the border town. 
. In. 1976-77, when the fiercely anti-com- 
` munist Tanin Kraivixien was prime minis- 
. ter, some Aranyaprathet traders were even 
. executed for smuggling goods to the com- 
; munist Khmer Rouge who then controlled 





po from doing business in in Japan, because 


| hen should be weakened — by enlargement. One Way. ot ( с 
companies. and others to join Japanese industrial groups themselves 
по! as far-fetched as it sounds. Ford owns 24% of Mazda, the carm 


_ keiretsu ties, with the firms collaborating: on technology, produ or 
. ing. 


а great deal cheaper than buying outright a listed Japanese ca 

ings ratio of whose stock is likely to be six times higher than the equiv 

. US. While congressmen in Washington fume at the inal ility of US com | 

„quire Japanese firms outright, businessmen seem |. LL 
ito be taking the initiative to form alliances with 
ће counterparts in Japan 


-ture formed between Minebea's microchip-making re 
` affiliate and Intel of the US. Intel needs a reliable _ 


-stake in the British trading firm Inchcape - — it wants Е 
-to strengthen its marketing muscle in Europe. 


not hesitate to look elsewhere. That is why Fuji | Yay | 
Electric is taking a one-third stake in a South Ko | [XL YS 
-Crean software firm and Meiji Mutual Life a | NG 
` quired 1% of the Hongkong Bank (it wants. to tap 
же expertise of the bank's brokerage arm, James’ 
` Capel). And if the field is highly specialised, collab- . 
-oration can be the easiest way to enter new mar- 
` kets — such as tyremaker Bridgestone's joint ven- 
| ture with. Armstrong Industries of Singapore to set. 
up a plant in Kuala Lumpur to produce - flexible UL 


p 2 Much of the traffic is one way, because Japan i iie. county with the e ah n 
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ll fr rs of the dustrial gro 
This is true. - Keiretsu excludes. outsiders, and the 


Chrysler 13% of Mitsubishi Motors, in relationships that display the halln a 


An exchange of some shares — or the formation of a joint venture 


Consider the deals cut. since the beginning of | 
1990, the most prominent of which is the joint ven- 


supplier of components and Minebea's affiliate _ 
lacks the ability to distribute its chips in the world's 
largest market, something Intel can provide. . 
Toyota has the same reason for wanting to buy а5% 


When Japan lacks the skills to do a job, it doe f ANS | 


a ioe for sound proofing. ' 
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| ву Rigoberto Tigiao in Manila 


* t a time when many foreign invest- 
; А: ors are giving the Philippines a miss, 
"à at least one company is bullish on 
_ the country. San Francisco-based Ham- 
_ brecht & Quist even believes the Philip- 
. pines is poised to join the ranks of the 
_ Asian tiger economies — South Korea, 
_ Taiwan, Hongkong and Singapore — and 
s. become a major base of venture-capital pro- 
чес. 
“This is a country doing a restart,” says 
, . Eduardo David, president of the com- 
. pany's subsidiary in the country, Ham- 
|o brecht & Quist Philippines, "and we be- 
. Reve that it is well-positioned for rapid eco- 
. s nomic growth." 
~= This upbeat assessment by Hambrecht 
.. & Quist — an early capital backer of Apple 
_ Computer and Genentech, a genetics- 
engineering company, in the US — is appa- 
- rently shared by investors in the Philippine 
|. units venture-capital arm, Hambrecht & 
. Quist Philippine Ventures. They put up 
409 million (US$20 million) for the com- 
-pany's investment fund, which was closed 
"dn March 1989. 
50 Among the venture-capital company's 
* ` investors are International Finance Corp., a 
. World Bank subsidiary; Asian Develop- 
*. ment Bank; Commonwealth Development 
Corp. of Britain; USIFE Investment, a sub- 
* sidiary of USI Far East of Taiwan; ORIX 
_ Capital of Japan; DBS Nominees, a unit of 
_ Development Bank of Singapore; Hardball 
_ lnc. of Seattle; and California-based J. F. 
^. Shea Corp. 
| The company's main local investors are 
| three Chinese-Filipino industrial groups, 
two law firms and a plastics-resin manufac- 






















us “Hambrecht & Quist’s investment stra- 
tegy; according to David, is based on the 
ssessment that the Philippine economy is 
et for rapid economic growth. Under this 
scenario, he says, at least three industries 
hould provide investment opportunities in 
1e next decade: food, transport and com- 
Yunications.: 

. David says his company's venture-capi- 
Il unit has a competitive edge because of 
international network of technological 
hd marketing knowhow that could be 
tilised by any company in which an equity 
ake is purchased. The company is also 
elped by the fact that most bank sub- 
diaries that started out as venture-capital 
ompanies in the early 1980s have de- 
eloped mostly into loan businesses. 





Also, it is the only venture-capitalist 
company in the country to go on a recent 
large-scale investment spree. In the past six 
months, it has invested P85 million, of 
which about P40 million went into Cosmos 





cht & Quist's шемер, which is 
centred - around. providing support to 
Filipino entrepreneurs. Despite heavy odds 
against it, Cosmos has survived for decades 
against competition from Coca-Cola and 
PepsiCo. 

Similar investment was ploughed into 
Pacific Rim & Holdings Corp., a consor- 
tium of nine toy makers organised by 
bookstore magnate Alfredo Ramos; 
Cosmetics House, which plans to market a 
new brand of cosmetic products through a 
direct-sales system; Los Angeles Anima- 
tion, a cartoon-producing company; Linens 
International, a garments-embroidery com- 
pany; and Philippine Seven Corp., the 
franchise holder of the struggling 7-Eleven 
convenience stores, 

David says none of the companies is 
being pressured to generate a certain level 
of return. He says the venture-capital con- 
cern plans to divest its holdings in the come - 
panies only after they obtain listings on one 
of the local stock exchanges. 

“A lot of venture-capital firms in the US 
are watching closely how we are doing 
here,” David says. “What many people 
miss is that the Philippines, whatever hap- 
pens, has such an advantage in location for 
trade.” и 
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China's telecoms buy-in is on . . . but only just 


Citic phone home 


By Jonathan Friedland i in | Hongkong 


иттин чует ———m—————— 


ne of China’s best regarded overseas 

borrowers has succeeded, with con- 

siderable difficulty, in gaining the 
underwriting commitments necessary to 
fund its HK$10.2 billion (US$1.31 billion) 
purchase of 20% of Hongkong’s telephone 
monopoly, Hongkong  Telecommunica- 
tions. 

The announcement of the deal, issued 
by co-arrangers Barclays Bank and 
Wardleys on 16 February, came after a 
series of behind-the-scenes compromises 
designed to make the financing package for 
China International Trust & Investment Co. 
(Citic) more attractive to 19 participating 
banks. 

Japanese, US, European and local lend- 
ers are together providing Citic with HK$8 
billion. General syndication of the banking 
facilities are expected to begin during the 
week of 26 February, with signing of the 
final loan documentation scheduled for 
mid-March. 


ity, and a commitment of. HK$3 


In the end, Citic and Hongkong Tele- 
com's majority shareholder, Britain's Cable 
& Wireless plc, were obliged to increase the 
risk they will shoulder over the 10-year life 
of the complex financing package. The con- 
cessions won by the banks, which include 
an undertaking by Cable & Wireless to buy _ 
back Telecom shares should their price 
drop, reflect fears over Hongkong’s future. 
They also reflect а canny desire by the 
banks to take advantage of China's di- 
minished international } political rhe 





is divided into four sectio: 
HK$5.4 billion loan with interest payments 
serviced from ane Telecom. a | 
vidends. Ж 
Then there is a US$220 million, five- 
year, zero coupon facility that i inco rporates | 
а zero coupon swap of around 098147: mil- 
lion to be provided by Barclays Bank. - 
Finally, there will be a НКФ billion issue 
of Hongkong Telecom warrants, in part to 
pay for the zero coupon portion of the facil- 
billion in 
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“The present position and potentialities of 
this region justify optimism.” 


“Given the potential economic and 

olitical development of Asia we anticipate a 
growing demand for reliable, concise and 
above all objective assessments of events.” 


ae 


_..we discern a remarkable thirst for 
more and better education, information and 
knowledge, and intellectual satisfaction.” 


“At any time and in every case, unbiased 
and dispassionate, factual and balanced 
reporting will be our aim and policy.” 


The Editor 
Far Eastern Economic Review 
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On. | 


In the middle of a decade which had _. 
seen the greatest upheaval the world had . 
ever known, a group of men with faith and | 
foresight set their eyes on Asia. 

They recognized the need to chronicle | 
the restructuring of Asiafromtheashesof . 
war. Aregion that they felt wouldriseand 
grow at an astonishing rate, perhaps a 
faster than any other. A region that they 
felt the world would need to watch 
carefully. ° 

In October of 1946, a publication 
dedicated to balanced, objective coverage : 
of Asian affairs was born. Its name: The 
Far Eastern Economic Review. 

In the decades that followed, the 
phenomenal growth of Asia astounded 
the world. The prophecy of those 
visionaries echoed strongly; leading the 
Review to consistently serve as an 
important channel of information on Asia. 
This dedication and foresight has not 
changed. 

Today, 43 years later, the Far Eastern 
Economic Review is the world's premier 
publication on Asian affairs. Unmatched 
by any other. 

Today, more than ever, when the 
Review speaks, Asia listens. 
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Three Major U.S. Hotels 


HILTON HOTEL CAMELOT HOTEL CAMELOT HOTEL. 



















_ Fayetteville, Arkansas Little Rock, Arkansas Tulsa, Oklahoma 

| T excellens University of This riverfront hotel, Minutes from downtown 
Arkansas hometown loca- situated within the state's district and River Parks, 
tion. This 15-story hotel, capital, features 303 guest with excellent highway ac- 
with - 188,000 square feet, rooms, restaurants, pool cess. Eight stories, 330 
was built in 1981. Res- and 13 000-square- foot guest rooms, restaurant, 
taurant, lounge, nightclub, convention facility. Ideal lounge, 13,000-square-foot 
indoor/outdoor pool, 236 location adjacent to major convention/meeting facility 
guest rooms and major ban- convention center in down- and largest hotel pool in 
quet facilities. town business district. | the state of Oklahoma. 


All Properties Will be Sold at Auction _ 
Sellers Will Consider all Pre-Auction Offers 


For ree details, FAX your name, address and telephone number, 
as well as the name of the property in which you are interested to 


FAX #(714) 644-7120 USA 
LFC 


Real Estate Marketing Services 
Or write LFC, 2418 MacArthur Blvd., Newport Beach, Calif. 92660, USA , (714) 640-4950 
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MAGAZINE IN EDUCATION PROGR: 


The Far Eastern Economic Review offers an 
education programme to educators who want to 
share the magazine with their students. 
For information and materials to help you use ће 





Review in your classroom, please & contact. 











a to be provided by Citi | 
vel of return to the banks hinges 
the performance of Hongkong Telecom, 
1 operationally and on the local stock- 
ket. According to bankers, if Telecom 
stains an annual 15% increase in profits, 

th around 7076 of the total going into di- 
end payments, and the HK$1 billion in 
rrants are exercised, the banks would 
et all of their money back before 1997, 
ven the territory is handed over to China. 

If the market falls and few or no war- 
its are exercised, Citic would have diffi- 
ity repaying the zero coupon portion of 














rw hat is where the behind-the-scenes 
| . undertaking by Cable & Wireless 
(KE. comes in, according to lenders. Al- 
E though details have not yet been finalised, 
"Cable & Wireless has agreed to provide 
liquidity in Telecom shares should their 
price drop below a level where the exercise 

of the warrants is an attractive proposition. 

Although its public shareholders have 
not been consulted on the buy-back 

plan, Cable & Wireless executives appa- 
rently feel that the guarantee is a modest 
price to pay to maintain good relations with 
“China, In addition, Cable & Wireless wants 
{о see the deal finalised so it can reduce 
its net debt of £700 million (US$1.2 bil- 
Ton). 

After 1997, Peking will have the final say 
over whether the hugely profitable Tele- 
coms monopoly is maintained. For its part, 
Citics Hongkong arm has agreed to pro- 
vide the balance-of-interest cover should 
the dividend payment be insufficient. After 
1997, it will also guarantee principal repay- 
ment. 

Bankers say the well publicised trials 
Barclays had in securing commitments 
bodes poorly for the Hongkong Govern- 
ment's ambitious plans to construct a new 
HK5127 billion airport, port and related in- 
frastructure on Lantau Island. A number of 

major banks with a presence in the terri- 
tory, including Citicorp, Chase Manhattan 
Bank and Standard Chartered Bank, de- 
. dined the underwriting invitation, in part 
because they felt they already had too 
+ many Hongkong and China-related assets 
. in their portfolios. 
— . Another ominous harbinger is the hard- 
© nosed behaviour of the territory's premier 
lender. Hongkong & Shanghai Banking 
2 Corp. agreed to take part in the syndication 
- only if its merchant banking subsidiary 
. Wardleys was named as a co-arranger, long 
. after it failed to win the original Citic man- 
. date and well after most of the details of the 
financing package had been worked out by 
< Barclays. Bankers say Wardleys wanted to 
_ price the term loan at 1.5 points above the 
`. <Hongking interbank offered rate (Hibor), 
vhile Barclays was willing. to seek commit- 
nents at one percentage point above 
ibor. a 











conomic growth in Hongkong is 
expected to remain sluggish this 
year. Forecasts range from a nega- 

44 tive rate of growth to a 5% increase 
in real terms, depending on the territory's 
export performance. 

Last year's GDP growth rate slid to 395 
from 1988's 7.3%, partly as a result of slow- 
ing export growth caused by a first-half 
strengthening of the US dollar, to which 
the Hongkong unit is pegged; rising labour 
costs; and economic slowdown in the US 
and Western Europe. In the second half, 
severe spending cuts in China and the 
Peking massacre in June hurt Hong- 
kong’s economy, especially its tourist 
industry. 

Domestic exports to Hongkong's two 
leading markets, the US and China, de- 
clined further in December — by 14% and 
2% respectively against a year ago. For the 
full year, domestic exports to the US fell 1% 
to HK$72.1 billion (US$9.24 billion) com- 
pared with 1988, while exports to China 
grew 14% growth to HK$43.2 billion, partly 








due to outward-processing needs on the 
mainland. 

As much as three-quarters of Hong- 
kong’s domestic exports and 40% of its re- 
exports to China in the first half of last year 
were destined for outward-processing fac- 
tories on the mainland, according to Hong- 
kong Government estimates. These exports 
— raw materials and semi-finished pro- 
ducts — are processed in China under a 
contractual arrangement and then reim- 
ported into Hongkong. The government 
also estimates that for the same period, 
about 57% of imports from China into 
Hongkong could be attributed to outward 
processing. | 

Among Hongkong’s top 10 markets, 
domestic exports to Taiwan showed the 
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best growth last year, up 29% to Н 
billion. Exports to Japan also 1 gis 
healthy 14% rise to HK$13 billion 
same period. The two markets promis 
ther strong growth this vear. In 
exports to the US, Britain and China 
pected to remain sluggish, at. least i in th 
first half of the year. * 

Overall, Hongkong’ 5 domestic ects 
recorded 3% growth in 1989 to HK$224.1 
billion, while re-exports increased by 26° 
to HK$346.4 billion. Imports rose 13% | 
HK$562.7 billion. Economists say it is n 
surprise that Hongkong's economy should 
slow down for two to three years after the 
heady double-digit growth of 1986 and 
1987, if only to give business time to con- 
solidate and lay the groundwork for faster _ 
growth in the future. 

Despite the economic slowdown: las 
year, wages rose at an average 15-20% and . 
the inflation rate was up to 10%. This pa 
tern is expected to continue, with wag 
rising by a further 12-15% in a still tight | 
bour market. The unemployment rate т 
mains at a low 1.3%. Inflation is expected t 
fall to 7-8% this year. LIB 

Inflation has been slow to fall in r 
sponse to slower economic growth becau: 
of the China factor. Hongkong is able 0 
enjoy an unlimited pool of cheap labour . 
just across the border that has helped to 
supress its domestic export prices, which _ 
would otherwise have risen substantially. _ 
Thus, Hongkong manufacturers are able _ 
to produce more goods than would other 
wise have been possible, allowing Hong- 
kong's economy to grow rapidly for longer 
than its own capacity would have’ permit- 
ted. · 

This, however, has created new pres- | 
sures оп other sectors of the Hongkong 
economy, such as transport, banking and. 
marketing, which have been unable to 
keep pace with the rapid growth. Wags 
these sectors have been rising, ad in 
inflationary pressures. 

The property market appears to have 
covered much of the losses suffered in tt 





















































though not substantially. 
localities may even see a drop in rentals. 
Hongkong's tourism has yet to fully x 
cover from the slump in the second half. 
last year. Hotel occupancy rates, though’ 
around 70% now, are still far from ` 
high 90s. Real retail sales continue to fa 
with no signs of a rebound in ique | 
sumption despite increased income. (e 
| " Elizabeth С Cheng 
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untory, in a bid to diversify its 
whisky-dominated business, has be- 
MZ gun talks to acquire a 70% stake in 
Singapore-based Cerebos Pacific. The bid is 
the latest example of a recent trend in 
< which Japanese food and beverage com- 
_ panies are making overseas acquisitions in 
order to take advantage of cheaper produc- 
tion costs as well as existing marketing and 
distribution networks. 
А Suntory spokesman says negotiations 
are at ап "advanced stage" with Cerebos, а 
. . food and beverage company with extensive 
. ` business links in Australia and New Zea- 
- land and should be completed by Мау. 
_ The company is expected to pay a 40% pre- 
_ mium of $$8.25 (US$4.42) for each Cerebos 
|». share, which would put the cost of the 
_ holding at about $$825 million. 
|. Qerebos, owned by Rank Hovis 
_ McDougall of Britain, produces and distri- 
. . butes a variety of food products. About 
|... 70% of the company's earnings come from 
_ Australia and New Zealand, where it 
|. manufactures and distributes | grocery 
|. items. One of the concern’s products, 






y chaser 


Brands Essence of Chicken, which is per- 
ceived throughout Southeast Asia as a 
health tonic par excellence, accounts for 
another 20% of earnings. 

Cerebos’ after-tax earnings in 1989 in- 
creased 35% from a year earlier to 5$33.73 
millon, helped by lower corporate taxes in 
Australia and New Zealand. Revenue rose 
5% from a year earlier to S5348 million. 

The move by Suntory is expected to lead 
to a general takeover. Analysts say such a 
buy-out would fit nicely into management's 
strategy to transform the company into a 
versatile enterprise with less exposure in 
the competitive whisky and beer business- 
es. 

From 1983-88, Suntory’s dominance in 
Japan's whisky market shrank to 63% from 
72%, according to Nomura Investment Sec- 
urities. The company’s beer business stag- 
nated at 8-9% of the market in the period. 

With more than 65% of total revenue de- 
rived from whisky sales and 15% from 
beer sales, analysts point out, the company 
is too vulnerable in an already saturated 
alcoholic-beverage market facing rising im- 
ports fram North America and the EC. 
They say Suntory has also been affected 
severely by a tax revision in 1989 that 






ry, th 125th-largest company in 

erms of declared income, is a pri- 

vate concern owned. by the founding Saji. 

family. In 1989, it enjoyed estimated earn- 

ings of ¥10 billion (US$69.1 million) on 
revenue of about ¥81 billion. - 

Suntory's overseas. acquisitions so far in- 
dude a PepsiCo bottling company in the 
US; wineries and restaurants in France, the 
US and Australia; seven bottled-water com- 
panies in Mexico; and two joint-venture 
food companies in China. 

Analysts say Cerebos would bolster 
Suntory’s position substantially in the food 
industry, in which the Japanese company is 
considered a minor player. They note that 
Cerebos' extensive marketing and distribu- 
tion networks in Malaysia, Thailand, Hong- 
kong, Taiwan in addition to Singapore, 
Australia and New Zealand would prove 
invaluable to Suntory in increasing its ex- 
ports to these countries. 

Cerebos' wide-ranging corporate struc- 
ture is the result of an amalgamation of va-. 
rious distribution and manufacturing oper- 
ations of Rank Hovis into one unit in the 
early 1980s. The ancestor of Cerebos, Fes- 
sion Pte, was incorporated in 1981, with 
Lee Kim Yew — brother of Prime Minister 
Lee Kuan Yew — as chairman. 

Cerebos officials say the company is 
likely to maintain its technical and market- 
ing links with Rank Hovis after. the 
takeover as it tries to use the Suntory cone. 
nection to break into the lucrative Japanese 
market. # 
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By Tai i Ming Cheung i in Hongkong 





^ xport-oriented firms and foreign- 
4 funded ventures, already seriously 
d ‘hurt by China’ 5 credit e in 


iem. Yet how hand бп will be hit de- 
ends entirely on political factors: close 
amination shows that last year in China, 
пе firm's harsh financial squeeze was 
Yother's protective embrace. 

Chinese officials say there is no alterna- 
ve to the present credit squeeze, but bank- 
nding figures for 1989 show that in the 
past three months, the Chinese Govern- 
ent snapped off the financial corset for 
ate enterprises, pouring in huge financial 
'sources in a bid to stop output collapsing. 
irthermore, rather than crudely restricting 
edit, the main  preoccup tion — -ands suc- 








Loss-making state firms escape Peking credit squeeze 


Losers take all 


cess — of Chinese economic policy has 
been in cutting money supply. 

Lending has been particularly scanty so 
far this year, and bank officials say that eco- 
nomic data is expected to be unrelievedly 
gloomy over the next few months. Despite 
official annual growth targets of 5-6%, re- 
cession seems unavoidable. 

The squeeze has already pushed many 
firms into bankruptcy. “The outcry over the 
shortage of funds is very intense from all 
sides, and this has attracted great attention 
and also caused worry,” Li Guixian, the 
governor of the People’ s Bank of China 
(РВОС, the central bank), admitted at senior 


bankers’ meeting in January. But he added 


that any relaxation would spell disaster in 
the longer term. 
The bankers met to map out priorities 


for the Pind and concluded that they would 


are falling and it is getting a lukewarm re- 


lend only to governs clus еа prior- 
ity areas. These include agriculture, com- 
munications, energy production, transport, 
export-oriented companies, large and 
medium-sized state enterprises, and some 
joint venture projects. They will also pro- 
vide funds for technological refurbishment 
and upgrading of backward plants. 

As far as joint ventures are concerned, 
the Bank of China (Boc, the principal for- 
eign-currency bank) said last November it 
would extend Rmb. 400. million (US$84.9 - 
million) in loans over the next five months . 
specifically to help Sino-foreign joint ven- 
tures affected by the austerity programme. 
The loans are earmarked for some construc- 
tion projects and the expansion of hun- 
dreds of joint ventures, including Guang- 
zhou Peugeot Automobile Co., Beijing Jeep 
Co. and Tianjin United Tyre and Rubber 
International. 

The loans will provide a respite, but for. 
these firms the outlook for 1990 remains. 
bleak. Boc officials say that foreign-currency 
loans for 1990 will total substantially less 
than 1989's total of US$8.8 billion because 
while the bank is entering i its peak debt ser- 
vicing period, its foreign Tix 
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Азат) in Kuching 








/ а group of developing countries, 
¥ its trading partners in the Euro- 
pean Community (EC) have tacitly de- 
manded that it trade as a near equal. This 
emerged during the eighth Asean-EC 
ministers meeting in Kuching, Sarawak on 
16-17 February, while the Southeast Asian 
grouping was voicing its concerns that the 
"EC's new commitments to Eastern Europe 
would be made at Asean’s expense. 

The EC was quick to point out, how- 
ever, that since 1980, the volume of Asean- 
EC trade had grown by 8% a year, with the 
balance of trade since 1985 in Asean's 
favour. Exports to the EC from the region 
totalled Ecu 7.4 billion (U5$7.9 billion) in 

е first half of 1989, Еси 1 billion more than 
imports. "We know there are positive as- 
pects to Europe 1992 [when the community 
aims to have a single market] in terms of no 
trade barriers as long as we can enter at 
“some border point," said a Thai official. 

His caution was shared by Asean col- 
leagues at the meeting. The grouping had 
understood from earlier discussions that 
the EC's policy on trade reciprocity would 





(OMIC RELATIONS 


q ueries. Asean s developing-country status 


of trade 





not be targeted at developing countries and 


would only apply to services. It would 
therefore not cover goods under the Gatt, 
such as some tropical products and textiles. 
But when Asean sought confirmation of 
this at the meeting, the EC did not address 
the question, said the Thai official. 

Asean wants wider access for Asean 
agricultural products, tropical timber ex- 
eS and a lowering of tariffs on some 


-Sales to Europe 
“Main importa: to EC from Asean 
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other exports. Both sides agree 












tion with Asean firms b t 
joint ventures with small- 
panies. And the EC propose 
businesses have access to its com 
database which aims to find partne 
European companies. 

When the two sides met in Brunei ! 
June, Asean's fear that the EC would be- 
come an exdusionary trading bloc was 
matched by the EC's fear that the Asia- 
Pacific Economic Cooperation (Apec) forum 
— set up last November — would similarly 
become a protectionist lobby. The EC has 
since grown more. comfortable. with the 
Australian initiative... 

The EC had feared then that he Арес 
grouping would be used to corner the EC at 
Gatt negotiations. Asean had also been 
given to understand that the EC wanted 
observer status at Арес meetings, but this 
has since been denied by the EC. Some in 
Asean want the EC to seek observer status 
since that would in turn allow Asean to sit 
in on EC meetings. 8 

Asean itself retains some of its earlier o 
reservations on Apec, with Malaysia taking cu 
the most cautious stance while Singaporeis — 
the mist enthusiastic. Singapore had appa- — 
rently jumped the gun by unilaterally set- __ 
ting up various committees and projects 
that would have, in effect, institutionalised 
Apec. в 



















ception from international capital markets. 
Тһе State Council is drawing up a list of 
some 200 large and medium-sized state en- 
terprises which, will be guaranteed credit. 
Their selection will have more to do with 
political than economic considerations. 
Many state enterprises are inefficient 
money-losers, but because of the ideologi- 
cal return to central planning and the im- 
portance attached to keeping these com- 
panies’ large number of workers employed, 
they are likely to receive funding priority. 


he extent of Chinese Government 
. commitment to these dinosaurs is 
. dramatically revealed in the bank- 
-lending figures for 1989. Although bank of- 
_ficials talk of a tight credit squeeze, loans is- 
sued in 1989 in fact exceeded 1988. Total 
“loans issued in 1989 amounted to an esti- 
: mated Rmb 185.2 billion, Rmb 25.2 billion 
.more than planned, and compared with 
tmb 153 billion for 1988, bringing total out- 
` standing loans to an estimated Rmb 1.24 
trillion. 
© Moreover, the squeeze on loans was 
ncentrated in the first nine months of 
89, when the Rmb 90 billion of loans 
ued was some 15% less than for 




















the corresponding period in 1988. 

But in the final quarter of the year, the 
corset came off with a vengeance, and a 
hefty Rmb 100 billion was lent in the final 
three months alone. The desire to prop up 
the state enterprises lay behind this sudden 
fit of generosity. Massive capital injections 
allowed large state enterprises to buy raw 
materials for this year's production. The re- 
sult was a temporary boost to industrial 
output, and while year-on-year output was 
2.1% down in October, it was 0.9% up 
November, and 3% up in December. - 

But by January the booster had worn off 
and industrial output slumped 6% com- 
pared with the previous January. This was 
the largest drop in more than a decade of 
reforms and more severe than policymak- 
ers had expected, even given the seasonal 
excuse of Lunar New Year holidays. 

While state firms have been corseted, 
private enterprise will be ever more tightly 
corseted, despite their greater efficiency. In 
particular, many rural enterprises which 
rely on bank loans to finance operations 
will suffer. One of the austerity program- 
me's central aims has been to reduce the 
number of private firms competing with 
state enterprises for scarce raw materials of- 


ficially allocated through the state's plan. © 
The PBoC issued specific regulations last 
October banning loans to firms outside the 
state plan, from non-authorised construc- 
tion projects to firms involved in specula- |. 
tion and hoarding. Pm 
The construction industry has been опе — 

of the principal victims of these lean times, __ 
with more than 18,000 construction projects 
cancelled in the first nine months of last- 
year. Total capital investment in 1989 fell - 
Rmb 50 billion or 11.1% from 1988 to Rnb 
400 billion, compared with an annual aver- 
age 24.175 since 1982. | 
But if bank lending continues to rise, th 
Chinese Government has succeeded in gx 
ting a tight grip on money supply and thus 
bringing down inflation. In the first quarter 
of 1989, the volume of money in circulation 
was 45.5% more than the same period for 
1988. But by the final quarter, this figure 
had been cut to 9.8%. The corollary i is that 
inflation, which was more than 25% in the 
first half of the year, had fallen to 6.4% by 
December. PBoc officials said that they ї 
leased only Rmb 21 billion in 1989, Rmb 19 
billion less than originally. planned. Tot 
money in circulation at the end of 1989 was 
Rmb 234 billion. в 























AK Xn 21 February, the Tokyo Stock Ex- 
` () suffered its worst one-day 
ni fall since the October 1987 crash, 
¿with the Nikkei index of 225 first-section 

stocks losing more than 1,200 points or 

3.15% — much of it in the final hour of 
- trading. Fears of higher interest rates and a 
growing conviction that stocks are over- 
valued compared to bonds provided the 
. background to the collapse. But an un- 

. characteristically blunt statement to the US 
_ Congress by the Federal Reserve Chair- 
_ man, Alan Greenspan, may have done the 
t Test. 
=> The Greenspan statement, on 20 Feb- 
тагу, expressed confidence in а US eco- 
7 nomic upturn and implied that the Fed (the 

(central bank) had no immediate plans io 

cut interest rates. This had the effect of 

Strengthening the US dollar against the 
уеп, and in turn spreading fears in Tokyo 
‘that another rise in the Bank of Japafi’s of- 
ficial discount rate might be in the offing. 
_ Apart from the Greenspan speech ana- 
< lysts saw the market collapse as a sign that 
` investors were being forced to take a closer 
- look at Japan's economic fundamentals 
. after the diversion provided by the coun- 
Шу» general election, which took place on 
2 18 February. The negative economic picture 
includes rising inflationary pressures, 
. linked to what appears to be an increas- 
. ingly serious labour shortage. 
| The markets steep one-day collapse 
< came after what many saw as an excessive 
run-up of equity prices in the final six 
` weeks of 1989, much of it inspired by com- 
puterised programme trading which has 
since been unwound. The Nikkei peaked at 
.38,915.87 on the final trading day of last 
year and has since shed 8.2% of its value. 
- The achievement by Japar's ruling Lib- 
eral Democrats of a "stable" majority in the 
lower house elections was meant to remove 
political uncertainty — at least in the short 
term. The LDP victory should have been the 
signal for the sickly yen to rise in foreign-ex- 
Change markets and for stock and bond 
markets to rally. 
. The fact that things did not turn out that 
way — securities markets and the currency 
continued to weaken after the election re- 































supply figures published on 20 February, 
showing an 11.576 increase in M2 for the 
month of January from a year earlier, 


against 10.6% in December. The January 


figure was inflated by money being taken 
out of stocks and bonds and placed on 
short-term deposits or bank instruments, 
and M2 expansion should settle back to a 9- 
10% annualised rate by the end of the first 
quarter, analysts say. 

If the official discount rate is raised, as 
expected, by a further 50 basis points or 
even 75 points above the current level of 
4.25%, the ODR will then have doubled in 
the space of one year. But that is unlikely to 
be the end of the story. More widespread 
rate rises will be needed before the yen and 
the markets recover, analysts say. 

The inflation figures — running at less 
than 3% (annualised) for consumer prices 
in the final quarter of last year and 3.7% in 
January for wholesale prices — seem to 
suggest that the market is catching a bout of 


unjustified nerves from Yasushi Mieno, the 
centra bank governor. But Mieno has 
looked into the future and does not al- 
together like what he sees. A strong Japan- 
ese economy, buoyed up by domestic de- 
mand, is operating increasingly close to full 
capacity and, according to David Pike of 
brokers UBS-Phillips & Drew, wage rises 
are now running ahead of productivity 
growth — thus pushing up industry's unit 
labour costs. 

So far, Japanese firms have absorbed 
these cost pressures but as their margins 
begin declining (rather than ceasing to ex- 
pand less rapidly) they will be forced to 
pass on higher costs. The weak yen, 
coupled with rising commodity prices, is 
also putting pressure on manufacturing 
costs. 
 Mieno does not believe manufacturers 





Traders ride the collapse. 


а -ODR rates 


generally higher rates and, in theory at 
least, both bonds and equities should be re- 
sponding favourably by the second half of 
this year. 

Rates will have to go higher in order to 
salvage the yen too. Peter Morgan of 
Barclays de Zoete Wedd in Tokyo feels that 
the current 7.375% rate on three-month 
Euroyen deposits will have to move up 100 
basis points to match the equivalent 
Eurodollar rate before the yen makes head- 
way, he says. On historic form, this would 
require the ODR to rise by three times the 50 
basis-point rise widely anticipated after the 
election. 

Higher rates threaten to widen the cur- 


use 








rent 3.5% reverse-yield gap between 
equities and bonds — even more so, at a 
time when corporate profits growth seems 
certain to moderate, thus reducing the mar- 
ket's yield-gap tolerance. eu 

Even if costs and the exchange rate re- 
spond favourably in the short term to fu- 
ture rate rises, the more intractable “asset” 
inflation Japan is now suffering from will 


























ГК start s soon 

оп FSX fi ghter project 

<P Lead contractors General Dynamics of 
A he US and Мадеш 1 it Industries of 








e sfer. hat: some ae believe has 
_ scarred US-Japan diplomatic relations 
= permanently. General Dynamics said it 
УШ send engineers to Mitsubishi's | 
operations in Nagoya to start work with 
the FSX design team in a few weeks. Fuji 
. Heavy Industries and Kawasaki Heavy 
Industries are also participating in the 
project for the next-generation aircraft. The 
Japan Defence Agency initially planned to 
have the FSx ready for delivery by 1997. 
Agency officials now predict a delay of at 
least a year because of the technology- 
transfer disagreement. 


У.Т. Carr to set up 
joint: venture in Jakarta 


e W. L Carr, the London-based brokerage 
_ subsidiary of Banque Indosuez, is the third 
foreign company to be given approval to 
: form a joint-venture securities house in 
Jakarta. Carr's local partner is the 
Dharmala Group, an Indonesian-Chinese 
conglomerate with substantial interests in 
agribusiness, banking and real estate. The 
new company, Carr Dharmala Securities 
Indonesia, will concentrate on 
underwriting and securities trading. W. 1. 
Carr in early 1989 established the 
‘Malacca Fund, which invests on both the 
Jakarta and Kuala Lumpur stock 
exchanges. 


Philippine reserves 

fall sharply in month 

> The Philippines’ foreign-exchange 
reserves dropped US$600 million in 
January to US$1,7 billion, a level sufficient 
enough to fund only a month and a half of 
ports. Government officials attributed 

ecline to the use of loans from the 

а Bank and the International 
onetary Fund. The loans were disbursed 
late 1989 to finance the country’s debt 
'uy-back plan with foreign creditor banks 
3 January. 











Bank Bumiputra chairman 
innounces retirement 

Tan Sri Haji Basir Ismail, chairman of 
te-owned oil company Petronas, 
ounced his retirement as executive 








chairman of Bank Bumiputra Malaysia, 
effective on 16 April. He will be replaced 
by Datuk Hanafiah Hussain, a former 
treasurer of the United Malays National 
Organisation, the dominant party in the 
country’s ruling National Front. Basir, who 
assumed the stewardship at Bank 
Bumiputra five years ago, is credited with 
rescuing the bank from a M$2.4 billion 
(US$888.6 million) loan scandal at its 
Hongkong subsidiary. 


MeDonald's awards 
Indonesian franchise 


> McDonald's restaurant has awarded a 
20-year franchise to Indonesian 
businessman Bambang Rachmadi, 
son-in-law of Vice-President Sudharmono. 
Rachmadi said.two or three restaurants 
would open in Jakarta in 1991 with 
perhaps 15 more to follow in the capital. 
He expects first-vear revenue for the 
inaugural restaurant to reach US$6 million 
from about 10,000 customers a day. 
McDonald's is training 37 Indonesians at 
outlets in other countries. 





Taniguchi appointed 


` to senior OECD post 


» In the highest-level appointment ofa - 
Japanese official to the OECD, Makoto 
Taniguchi has been named a deputy 
secretary-general. Taniguchi is one of three 
deputies — the others being an American 
and a Swede — who answer directly to 
OECD secretary-general Jean-Claude Paye. 
Tokyo has been pressing for more senior 
posts within the developed-country 
organisation, and the appointment of 
Taniguchi, who has been ambassador 
extraordinary and deputy permanent 
representative of Japan to the UN sincê 
1986, is seen as an affirmation of Japan's 
importance within the OECD. А career 














diplomat at the Japan = 
Foreign Affairs, he will b 
largely for the Paris-base 
with non-member countrie : 
Rim. 















Ret-Ser signs pact to b 
industrial 1 рг rk in Mak: 


Malaysia's s Kedah state gov 

purchase and develop: Тапа p а Tavan 
electronics-industrial park. The project, a ir n 
expansion of Kedah’s Sungai Pretani —. 
Industrial Park, will include facilities for 36 
member companies of the Taiwan Electric 
Appliance Manufacturers Association. A 7 
Ret-Ser official said the land and initial 
infrastructure development will cost US$10 
million, with turnkey factory projects of — 
the participating companies costing more 
than US$100 million. Construction is to 
begin in March. 


India grounds Airbus 
following Bangalore crash d 
> The Indian Governmenthasgrounded |. 
all A320 Airbuses of state-run domestic 

carries Indian Airways after the crash of 

one of the carrier's newly purchased —— 
aircraft on approach to Bangalore: airport 2 
on 14 February that killed 89 people. : 
Following the accident, Indian Airways ^ ^ 
acting chairman and managing director К, _ 
Prasad resigned; his replacement is Civil) 
Aviation Ministry official P. C. 5en. The 

crash occurred four days after publication 

in the US of a Massachusetts Institute of 
Technology report naming India's — — um 
international carrier, Air-India, the world's — 
riskiest airline on the basis of fatal-accident —— 
figures from 1976-86. 2 





MUI executive to step 

down from two posts | 
P Datuk Malek Merican resigned from his: 
posts as vice-chairman of Malayan United: 
Industries (MUI) and managing ‘director of. 
Malayan United Industries Bank just fou 

months after joining the diversified grot 





Malek, whose resignation takes effec 3 Оой 





31 March, was widely expected to succeed - 
group chief Tan Sri Khoo Kay Peng. MUI — 
attributed Malek’s decision to resign to: 
differences with management about group. 
strategy. Observers, however, said. Malek i 
was unhappy about his inability to getthe 
group moving in a new dire оп. He 
previously served as Malaysia's fir 
alternate director to the International | 














Arab Malaysian Merchant Ba Dari 
joining MUL | 
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| hroff is not one to kick a man when 
he is down, but in Joseph Lau’s 
case, this correspondent is pre- 
^. pared to make an exception. Hong- 
¿ongs master market technician did re- 
eive a long overdue come-uppance on 14 
February when his shareholders defeated 
n underpriced privatisation bid by Evergo 
Holdings for Chinese Estates Holdings, but 
| it was not for want of trying. 
© When Evergo launched its bid in De- 
¿cember to buy the 42% of Chinese Estates it 
did not already own back, Lau pitched the 
-Offer at HK$2.50 (32 US cents) a share, or 
-roughly HK$2 billion. At the time, the offer 
| represented a premium of 12.4% to the 
| market price but, more to the point, а dis- 
‘count of 54.6% to the net asset value (NAV) 
| ofthe properties owned by Chinese Estates. 
^ Ever magnanimous, Lau raised the 
. offer, to HK$2.65 a share „апа then to 
_ | HK$2.80 a share, still over 50% less than 
| | the HK$5.67 a share NAV calculated by in- 
- | dependent advisers. The major public 
‘shareholders, Bill Wyllie's Asia Securities 
.and a group of Taiwanese investorg de- 
-manded more. Together they held enough 
shares to block the privatisation bid. 
|... So Lau apparently decided to frighten 
| his shareholders into submission. While re- 
fusing Wyllie's demand to raise the price or 
| to. declare a hefty special dividend, Lau 
. | seemed to take a tactical cue from the “Big 
. | Players” of Taipei by sending the share 
| price of Chinese Estates due south as the 
day of reckoning approached. This in- 
„creased the premium of the offer in relation 
to the company's market price. 
Traders say that around the middle of 
January, Lau started dumping Chinese Es- 
tates stock, both through a brokerage he 
ffectively controls, Fair Eagle Ltd, and 
through Chin Tung Securities. From a peak 
ast month of HK$2.50, the price fell to 
































no thanks to Lau here) a 
ment of the failed privatisation. Chinese Es- 
tates ended the week at HK$2.12.- 

. Lau's reverse ramping technique is а 
new page for the Evergo chief's old value- 
for-money book. Last year, he mixed 
| huge rights issue pitched at a seemingly 
ractive price for his company Superford 
| lots of bad news about its earnings. 

s China Entertainment and Land Invest- 
ent Holdings (CELIH), which underwrote 
2 issue, picked up the Superford shares 
-the cheap. Then CELIH did the same. It 
ounced a huge rights issue and spec- 
lar losses on the same day. This time 





about HK$2.38 before really taking a bath. 
at er the announce- 


rwriter. ne, 


Pulling it off for a third time was a little 
ambitious, even for Lau, Hence, the privati- 
sation exercise was conceived. Shroff hopes 
that the Securities and Futures Commission 
(БЕС), which has so far paid too little atten- 
tion to Lau’s cynicism, looks into the sale of 
Chinese Estates’ shares during the privati- 
sation. 


Events at Chinese Estates remind Shroff 
that the Securities (Disclosure of Interests) 
Ordinance has yet to be promulgated, thus 
frustrating stated official intent to clean up 
the market by requiring major players to 
disclose the extent of their stakeholdings. 
Promulgation was originally supposed 
to have taken place six months ago, but ap- 
pears to be bogged down in a bureaucratic 
no-man's land, somewhere between the 





Highs and Laus _ 
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Chinese Estates Holdings 


Millions of shares 
100; 





policing unit, the SFC, and the govern- 
ment's Monetary Affairs Branch, which 


writes the laws. All that is required at this 
point is a brief amendment aimed at sim- 
plifying reporting procedures. Even in the 
territory’s tougher regulatory environment 
Shroff hears so much about, the regulators 
fiddle while investors get burned. 

Not that the SFC is doing things all 
wrong: it appears to have fought off the 
self-serving interests of Hongkong’s avari- 
cious merchant banks by insisting that un- 
derwriters will not be allowed to insert 
force majeure clauses into underwriting 
agreements. In the case of Hopewell Hold- 
ings’ last big attempted rights exercise, 


hi 


e unfortunately took place on the iod 





au hits a lowpoint EN 


of the geriatrics’ fury in Peking, public pun- 
ters were left with worthless nil-paid rights. 
The corollary is that the requirement 
that all rights issues must be underwritten 
should also be abandoned — despite the 
fact that it has provided merchant bankers 
with such excellent assured business. Now 
the sFC should put a stop to the "underwrit- 
ing" by major shareholders of the rights is- 
suers like Lau by giving minorities the nght 
to veto the choice of underwriter. 
= Jonathan Friedland and 
Philip Bowring 


Brokers are scrambling furiously to carve 
themselves as large a slice of the forthcom- 
ing share offering from Astra International 
as they can. Highly regarded Astra, proba- 
bly the best known Indonesian corporate 
name among overseas investors, this week 
celebrates its 33rd anniversary. Plenty of 
brokers showed up at the glitzy birthday 
bash held at Jakarta’s Borobudur Hotel. 

Although managing underwriter Dan- 
areksa has yet to release the prospectus, 
Shroff is hopeful that by Jakarta standards 
the issue will be reasonably priced. Astra. 
will sell 30 million shares at Rps 14,850 
(US$8.20) generating roughly US$245 mil- 
lion, the market's second-largest issue after 
last year's controversial US$335 million of- 
fering by Liem Sioe: Liong-controlled. ce- 
ment giant Indocement. | 

Shroff understands that Astra's ers 
will be priced at around 20 times prospec- 
tive earnings, a welcome show of restraint: 
after price-earnings ratios (p/es) threatened 
to spiral out of control late last year. Shroff. 
gathers that state investment trust 
Danareksa, following the cue of capital- 
market watchdog Bapepam, intends to 
cajole new issuers in 1990 to keep p/es in 
the 10-20 range. 

It is not clear which of Astra's 70 or so 
subsidiaries are included in the parent com- 
pany’s share offering, but brokers say all 
the major interests, which include link-ups 
with Toyota and Honda, will be brought in. 
Overall, brokers say it should be a great 
plav on the promising. Indonesian econ- 
omy. Shroff's main concern with Astra is its. 
reputedly high debt-equity ratio, though 
the extent of the danger will not be known 
until the prospectus sees. the li int of “у 
Baring Securities (F HK) hi has advised 7 
and Danareksa on ass 
spectus, which is а 3 
in advance for. unusually f lisclo- 
sure. The shares go on offer on 5 Мага 
and will list in n Jak arta in e April. 

ж Adam Schwarz 
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The International Development Research Centre (IDRC) 
ration funded by the Government and created by the Parliame 
Canada to support research designed to adapt science and tect 
ogy to the needs of developing countries. E 
































THE AUSTRALIAN IDRC's Social Sciences Division is looking for a 
NATIONAL UNIVERSITY REGIONAL PROGRAM OFFICER/ - 
SENIOR REGIONAL PROGRAM OFFICER 
Resarch о. оў ENVIRONMENTAL POLICY 
асс Studies 


Working as one of a team of social scientists, and reporting to the - 
REFORM IN Associate Director of the Environmental Policy Program, the incum- 


COMMUNIST SYSTEMS bent would: 


W review research proposals submitted by institutions in de- E 


PROJECT veloping countries, in the areas of environmental policy, 
natural resource management, environmental pollution; 


| w prepare documents for the approval of IDRC's Board of Sus 

Research Fellow/ Ки 9 
ч < m monitor the technical and financial administration of a 2 
Senior Research з eibi i _ 


Fellow u the incumbent would also represent the Urban Develop: SUN 
ment Program and would develop and monitor projectsin o 
urbanization and environment, poverty and access to re- 


ae The closing date for receipt of applications for this sources, and urban management. 
previously advertised post has been extended to The incumbent would have particular responsibility for Asia. 
1 May 1990. Further particulars: Please obtain | 
. these before applying from the School Secretary, Candidates must have the following qualifications: | 
` Research School of Pacific Studies. m arno ny с зи ыш social science andior 
gw s natural science disciplin 
Phone 61 62 49 2678. Fax 61 62 47 1893. bae A M A ore x 
Ref PA 7122 и proficiency gained through wide exposure or experience 
ie 2 in one or more social science and natural science SUD OG 


areas; 
research or work experience in a developing country; К 
m proven skills in ware: administration and communica- 


countries; 
GUARANT EED Fluency in English required. Knowledge of French is an asset. 
IMMIGRATION 


Only for persons under 17 1/2 yrs. 
Destination: Europe. 
Please contact: 
Advertiser Box 0215 
c/o FEER, GPO Box 160, 
Hong Kong. 


THE UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER E 








This posting is for IDRC's Regional Office in Singapore. The come 
mencement date is July 1990; Interested candidates should send 
their resume before to: Human Resources Division, IDRC, P.O. Box. 

65000, Ottawa, Ontario, K1G 3H9, Es 
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Property suitable for letting investment, retirement and as pedia a 
terre. Furnishing, letting and management provided, Mortgage 
available through International Mortgage Plans. 
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~ f Australia and Japan's joint city of the 
future — inelegantly dubbed the Mul- 
tifunction Polis (MFP) — never gets off 
МИЙ]. the drawing board, it will not have 
-Deen a complete failure. Millions of dollars 
in consultancy fees have already been 
-faked in by international giants Arthur An- 
.dersen and McKinsey & Co. And Japan 
will have earned credit of a sort by having 
proposed such an admirably "interna- 
-tional" idea in the first place. 

=. The concept, first put forward by 
apan's Ministry of International Trade and 
Investment (Miti) three years ago, involves 
building a hi-tech 21st century city in a still- 
undetermined location in Australia's abun- 
dant wide-open spaces. Supporters say it 
would combine the best of the Lucky 
Zountrys strengths in human resources 
nd environmental sciences with Japanese 
capital and technology. 

e Everything about it is to be “world- 
dass” or “world-competitive,” accord- 
ing to a McKinsey-issued document de- 
scribing the project. The МЕР will in- 
clude a World University and a World 
Media Centre. It is “intended to be an in- 
cubator for new industries and a power- 
ouse of new ideas . . .” The document 
continues on in the same grand- 
loquent vein, saying that it will be 
a пем and dynamic focal point for 
the Asia-Pacific region yet pro- 
oundly Australian as well, drawing 
соп the best the continent has to 
offer." 

Sometime this summer, the Aus- 
tralian Government will decide 
_ whether the project is feasible. If ap- 
. proval is forthcoming, construction 
- could begin as soon as 1991 or 1992. 
| Officials are adamant that no public 
- money be spent. Minister for Indus- 
(try, Technology and Commerce 
-John Button, an enthusiastic suppor- 
. ter of the project, says that if the 
government gives the go-ahead, the 
MFP must be entirely financed by the 
private sector. 

. Start-up costs alone for what eventually 
is to become a city of some 250,000 people 
will take up to A$2.5 billion (US$1.9 billion), 
according to McKinsey principal Clem 
Doherty, who has been seconded from the 
consultancy firm to head the Australian 
Government's study team. But over a 20-30 
year period, say project supporters, more 
like A$40 billion will be required. 

. Where is it to come from? Project sup- 
rters say there is a long list of Australian 
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supporting the project, but few public com- 
mitments have been forthcoming so far. 

And what is the МЕР, anyway? Miti offi- 
cials originally described the plan as a way 
to establish a new type of relationship be- 
tween the two countries. For many years, 
that relationship has consisted of Japan 
buying Australian raw materials — coal, 
minerals, meat and agricultural products — 
and selling its finished manufactured goods 
in return, very much in the classical colonial 
mould. 

More recently, a tremendous amount of 
Japanese investment has flowed into Aus- 
tralia їп real estate and tourism-related 
facilities. Although huge in capital terms, 
this type of investment creates low-skilled 
jobs in the service sector, not the sort of 
value-added manufacturing or technology- 
intensive businesses Australian economic 
planners would like. 

So Miti — the same office, in fact, that 
once came up with the dandy idea of build- 
ing retirement villages in Australia for el- 
derly Japanese as a way of relieving their 
country's population pressures — decided 
that Australia, with its wide open spaces, 
was the ideal place for a futuristic city that 
would establish a new model for interna- 





From a sun-baked wasteland toa planners' laboratory? 


tional collaborations in key sectors of the 
economy of the future. These include tele- 
communications, information services, ad- 
vanced transport methods, education, the 
environment, health systems, plus media 
and entertainment. In other words, just 
about everything under the sun, except for 
good old-fashioned smokestack industries. 

In Australia, the project has been hit by 
a storm of criticism that it represents some 
sort of a Japanese plot to cement their ongo- 


| ing. takeover of the Australian economy. 








City of dreams 


Project backers are now going to great 
lengths to downplay the bilateral angle, 
emphasising instead the opportunities for 
companies from the US and Western 
Europe, as well as other Asian countries. 

To say the least, much about the project 
remains vague. No site has been selected, 
though every Australian state except Tas- 
mania has proposed the vicinity of its cap- 
ital city. It is probably a safe bet that Syd- 
ney, Melbourne or Canberra will end up 
the winner, if indeed there is ever a winner. 
The working theory is to place it near a 
major city in order to gain the cost efficien- 
cies of using some existing infrastructure. 

"We don't want a complete greenfield 
site," says Doherty, "because history has 
shown that if you put something like this in 
the middle of nowhere, no one shows up." 
One point in favour of the Sydney-Can- 
berra-Melbourne axis is an earlier plan for an 
A$4.5 billion Very Fast Train, as it has been 
called, connecting the three cities. 

Supporters emphasise the close fit be- 
tween the project's goals and the direction 
many people believe the Australian econ- 
omy must move in order to satisfy the de- 
mands of the future. These include the 
need to internationalise the orientation of 
Australian business, with a particu- 
lar focus on the rapidly developing 
Asia-Pacific Rim; enhanced research 
and development functions; and 
technology-intensive, value-added 
services and manufacturing. 

Doubt over the project's viability 
has much to do with why interna- 
tional business would choose Aus- 
tralia as its launch point into the 
Asia-Pacific region. Granted, mod- 
em satellite-based  telecommunica- 
tions systems or optic fibre cables 
make for instantaneous communica- 
tion. But if market access is the main 
objective, would a multinational cor- 
poration choose to be in Australia, 
with its 17 million people? 

For Japanese corporations, who 
already sit in the midst of the re- 
gion's present and future financial and in- 
dustrial powerhouse, what is to be gained 
from pouring resources into Australia? 
Goodwill, perhaps, if the project did in the 
end prove to help coax the Australian econ- 
omy into the 21st century. On the other 
hand, if the MFP became a launching pad 
for broader economic incursions by Japan- 
ese multinationals, some Australians' fears 
of losing control of their own economy 
might not be so far fetched. 

a Carl Goldstein 
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Asia Technology. i 
Now on sale at | 
your newsstands. | 
Its a brand new | 
monthly magazine | 
designed to bring | 
you the latest news | 
of the latest techno- 
logy from around the Ж 
world — with a focus 
on Asia. It’s essential 
reading if you want to 
know how technology 
will affect your business 
and your lifestyle. 
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needs for fast, accurate апа systematized management of financial data. 
What Yamaichi calls 


Financial Science. 


Corporate Finance Asset Management M&A Advisory Services 


New Produets Information Services Investment Advisory Services 





To help its clients keep up with the seemingly ex- 
ponential growth of market data, Yamaichi Securities Co., 
Ltd. has created the world’s first integrated information 
system focused exclusively on the financial sector. 

Integral-25, and the Integrative Series upon 
which it is based, are Yamaichi's latest advancements in 
financial information systems—and the beginnings of a 
new range of information services: Financial Science. 





The latest financial theory plus high-speed and 
efficient computer processing. 

Yamaichi's Financial Science is grounded in the 
most advanced market theories and computer technology. 
Developed by Global Advanced Technology Corporation 
(GAT), a New York-based company co-established with 
famaichi in 1987, CAPMD (Capital Asset Pricing, Multiple 
Dimensioned) combines the outstanding features of CAPM 
and APT, yet remedies their deficiencies and incorporates 
multi-variable analysis. The AR (Arbitrage Free Rate Move- 
ment) model provides an integrated framework for pric- 
ing all types of fixed-income securities and derivatives, 
such as mortgage-backed securities, CP, loans, Treasuries, 
futures and options. 

To enable users to evaluate changes in world markets 
rapidly, Yamaichi's special high-speed processor circuitry 
works 100 times faster than ordinary PCs. 





The ability to follow every financial instrument 
on every market for effective asset management. 


The Integrative Series is a set of powerful, stand- 
alone functions designed to aid asset allocation into 
global markets and currencies, securities analysis and 
evaluation, portfolio management, risk management, 


hedging and all other operations necessary for effective 
asset management. 

Yamaichi Group companies worldwide provide asset 
management services based on these systems. 


B Integrative Asset Allocation System (IAS) 

B integrative Bond System (IBS) 

B Integrative Convertible Bond System (ICS) 
B Integrative Data Base System (IDS) 

B integrative Expert System (IES) 

B integrative Forex System (IFS) 

B integrative Index System (IIS) 

B integrative Money Market System (IMS) 

Ш integrative Option and Future System (IOS) 
B Integrative Position Management System (IPS) 
B Integrative Rescarch System (IRS) 

B integrative Stock System (ISS) 

B Integrative Trading System (ITS) 


Here is a description of some of the notable examples. 


ISS, based on CAPMD, enables multi-dimensional analysis and 
construction of optimized stock portfolios. Yamaichi employs ISS in 
its index-linked portfolio services to manage more thoroughly risks. 
While carefully weighing a variety of possible portfolio strategies, in- 
vestors should be able to aim at investment performance that exceeds 
the TOPIX 

IES is an application of the so-called fuzzy process of computer 
decision making, which more closely mimics human reasoning. In 
formulating its market timing recommendations, IES applies rules and 
inductive reasoning as well as the combined expertise of professionals, “ 
With IES, Yamaichi can judge the best timing of investment following 
à change in the market. Yamaichi anticipates enhanced performance 
employing IES in conjunction with ISS 


Integral-25 is a powerful, modular, PC-based super 
network. By combining the Integrative Series products, 
global market information and conventional software, 
Integral-25 enables investors to take full advantage of the 
power of Yamaichi's Financial Science. 

Contact your nearest Yamaichi office, worldwide, for 
more information. 


A Leader in Financial Science. 
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The largest container shipping line in 
the world is taking off on a new venture, 
Evergreen Airways. 

Beginning in 1992, the Far East will 
experience the speed and convenience of 
airline service with the reliability that's made 


the name Evergreen synonymous with con- 





tainer shipping on the high seas 

To be certain Evergreen 's high standards 
are achieved, Evergreen Airways is building 
one of the most impressive fleets of all-new, 
long-range widebody aircraft the world has 
ever seen, eight Boeing 747-400s, four 
Boeing 767-300 ERs and fourteen new 
McDonnell-Douglas МО115. 

To help Evergreen Airways deliver on its 
promise to passengers, the engine specified 
for every aircraft in the fleet is the 
GE CF6-80C2. 

Thank you, Evergreen Airways, for 
choosing GE Aircraft Engines. With so promis- 


ing a beginning, the sky is no limit. 





IS role misunderstood 

Mbert Yee [THE 5TH COLUMN, 8 Feb.] shows 
mendous understanding of China’s poli- 
culture and the origin of the tension 
ng China’s leaders and its people. 
this point that he criticises President 
policies and those of US academics, 
ig them of not properly understand- 
ina’s lack of an institutional political 
age. But in doing so, he shows his 
misunderstanding, of the US and its 
ves behind continued dialogue with 














D. Having lived on Chinese university 
p campuses for several years, I know that it 
. has been openness and exchange between 
Ње US and China that added so much 
- ‘strength to the democracy movement. It is 
because the Chinese people are the very 
focus of US policies, and not the Chinese 
| ors, that we are committed to not let- 
ting China drift away into isolation. Isola- 
tion would do nothing to propel China on 
to faster change. 
Although an override by Congress of 
` -Bush's veto would have secured unlimited 
stay for Chinese students in the US, it 
` would have impeded tens of thousands of 
students still in China hoping to achieve а 
brighter future. 
Los Angeles KEITH SPENCE 
Albert Yee's scathing indictment of Ameri- 
can sinologists [THE 5TH COLUMN, 8 Feb.] 
has at least a grain of truth, but it is mis- 
directed. To be sure, his criticisms of A. 
Doak Barnett and Michael Oksenberg are 
well taken. These men have profoundly 
. misunderstood China. They have had no 
appreciation of the degree of discontent in 
that country, and of the desire of the 
Chinese for human rights and democracy. 
: P- Barnett and Oksenberg are not typical 
с 3 China watchers; they just happen to 
. bethe ones to which the media and George 
. Bush (and Yee) have paid attention. That is 
{Һе problem. ` 
New York 


JAMES D. SEYMOUR 


Н Ethnic Chinese to the fore 

. The figure of 600,000 “ethnic Chinese” 

< residing in the Philippines quoted in 

< Rigoberto Tiglao's article The race to the top 
[15 Feb.] seems far too small. 

_. There are hundreds of thousands, if not 
millions, of Filipinos who have at least 25% 
. Chinese blood in their veins. While at ele- 
- mentary and high school as well as college, 
г Thad scores of classmates with Chinese sur- 
names such as Ang, Chua, Dy, Go, Ho, 
im, Ng, Soo, Tan and Yu. Although most 
f them did not speak any Chinese dialect, 
hey had Chinese fathers or grandfathers 
i should be statistically classified as 
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"ethnic Chinese," as they would be in the 
US. 

Past and present Filipino leaders with at 
least 25% Chinese blood include Jose Rizal, 
Sergio Osmena Sr, Ferdinand Marcos, 
Corazon Aquino, Cardinal Jaime SEU and 


.Ernesto Herrera. 


Beverly Hills, California EUGENE V. CORAZO 
It was heartening to read Rigoberto Tiglao's 
COVER STORY Gung-ho in Manila [15 Feb.] 
on Chinese-Filipino businessmen, which 
gave due recognition to our minority's con- 
tribution to Philippine progress. 

I would dispute, however, Tiglao's as- 
sertion that the easing of ethnic prejudice is 
a major reason for the success of Chinese- 
Filipino business tycoons. Minority com- 
munities like ours seem to thrive most 
when faced with persecution or social and 
political turmoil. 

Two points: the famed contractor is 
Manuel T. Ley not William Ley; the late 
Robert Coyiuto Sur established the Pruden- 
tial Guarantee Assurance Co., not "Provi- 
dent Insurance" as reported. 

San Juan, is di BENJAMIN JAMESON SY 


Cooperation before confrontation 

Regarding The rising sum [COVER STORY, 8 
Feb.], it will be dangerous for both coun- 
tries if the US-Japan relationship becomes 
defined by confrontation and not coopera- 
tion as neither country can maintain its cur- 
rent standards of living without the other. 
US policy must reflect the realities of the 
country's fiscal and industrial problems by 


adopting a more long-term outlook to ime 


prove competitiveness. At the same time, 
Japan must realise that there are elements 
of American society moving to promote 
dangerously protectionist policies, and it is 
in its interest to remove existing import and 
investment restrictions. 

Moreover, the positive areas of the re- 
lationship must be exploited and more 


areas of cooperation must be found, such 


as aid coordination. The US-Japanese 
partnership is the best hope for resolving 
Third World debt. 

The two countries also need to 
strengthen bilateral political. consultation 
such as the Structural Impediments Ini- 
tiative negotiations, and develop some 
form of semi-official body of experts from 
both countries that can address potential 
conflicts before serious problems arise. 
Such a group would have little or no useful- 
ness, though, unless it had the clout to see 
recommendations through. 

The relationship has matured to a point 
where the two governments should be able 
to handle honest, stringent recommenda- 
tions if presented i ina level-headed manner 


what. was going оп in Cambodia, 









by respected indivi 
terested in a strong, coope 
lationship. | 
Miyazaki, ud 




















tween the akari 
opposition to S 
retailing, and op 
(and well-connected) 
Japan to. competition. 
in their local markets — 
sanctified by the remarkably dı 
Scale Retail Store Law. К 

It might be argued that it is 
such local interest-based. co 
Japan (plus high land prices) th 
couraged. Sogo. and others to s 
pastures elsewhere. The diffe 
tween doing business | in Јак 
Kagoshima, say, are not so great 

Crities of Jakarta’s intransigence 
issue — particularly those based in J. 
would do well to look inw ard bef 
ing the first stone, | — 
Saméville, Massachusetts 3 
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Meddling i in Cambodia m 
The letter from Singapore Ambassad 
Tommy Koh [1 Feb.] made amusing rea 
ing. The fact that people like Noai 
Chomsky, Gareth Porter and George 
debrand attempted to refute allegatioi 
against the Khmer Rouge. before 1979 . 
points to a lack of critical rigour from those 

people in reviewing their source material. 
But in those days, few people knew exactly 





don't remember any statement t 
the Singapore Government | -conder 
the killings. 

Those people who continue to sup 
the Khmer. Rouge deserve much mo 
blame. When. in паки з 1989 n c 


Brussels илк eae й 
to change his mind. To the 
many, Eyskens finally gave ane t 
sure and voted for Pol Pot in New Y 
It is also amusing to se« the Sir 
Government demand th 
democracy in Cambodia. I. do- 
gapore is entitled to demand с 
anywhere when it is so patently la 
the city-state. Also, doesn't it attack th 
eign press for oe in its intent 
fairs? 
dE Belgium 2 
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ird time ; a major 


ourse has crashed - 


since October 1987. 
== Other Asian 
markets fell less sharply, but the 

ock provides confirmation that interest 
tates around the world are rising. As 

.. editor Philip Bowring explains, | 
. investment remains strong in the. 
|. developed world and in Asia while 
savings rates have fallen. This does not 
. mean economic growth i in Asia will 
-necessarily fall, but the new climate will 

- sorely test those capital markets which 
have ballooned much faster than their 
derlying economies. Tokyo 
rrespondents Anthony Rowley and 
arles Smith examine the 
1 characteristic disarray among - 
policymakers in Japan as the ai vefrment 
here tries to tackle asset inflation, 42 








































Regional Affairs 


dent Lee gambles on winning o. 
election without kowtowing to his party's 
werful с conserv ative faction 8 


INTELLIGENCE 


Direct Action 
` The meeting between US President 
George Bush and Japanese Prime 
Minister Toshiki Kaifu, scheduled for the 
weekend of 3-4 March in California, 
resulted from a direct telephone call from 
Bush to his counterpart on 23 February. 
Neither the US State Department nor the 
‘Japanese Foreign Ministry was consulted. 
. Former Japanese prime minister Noboru 
Takeshita was none too happy about the 
timing of the hurriedly arranged 
. California trip, since Takeshita was 
“hoping to visit the US before Kaifu. Nor 
is ruling party elder Shintaro Abe happy 
about a visit which may elp prolong 
Каі. s tenure in office at his owr 
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Enrile under arrest (8). 


Philippines : Enrile 

The arrest of the former defence minister 
on charges of rebellion shows fresh 
resolve by President Aquino to pursue 
the leaders of last December's coup 8 


Japan : Cabinet 

Prime Minister Kaifu antagonises 
powerful party leaders by not including 
their tainted nominees in his cabinet 9 


Cambodia : Talks 

Talks held in Jakarta between Cambodia' $ 
various warring factions offer a glimmer 
of hope that compromise is possible ori an 
Australian plan to involve the UN in the 
reconciliation process 10 


Cambodia : Sihanouk 


"Prince Sihanouk's claim that he intends to 


live permanently within Cambodia is 


greeted with some scepticism by 


diplomats and other observers 11 


expense. Kaifu, for his part, was 
displeased by Abe's recent high-profile 
visit to Moscow, arranged with the full 
support of a Foreign Ministry which is 
said to favour the former long-serving 
foreign minister. 


Undiplomatic Exchange 

Two West German MPs left Rangoon on 
26 February very disgruntled after their 
talks with Burmese officials during their 
four-day visit. The two, who were 
accompanied by two Foreign Ministry 
officials from Bonn, had waited since 
October 1989 for visas to Burma to discuss 
20 earlier-submitted questions to the 
information committee of the ruling State 
Law and Order Restoration Council 


` (SLORC) on human rights and the 


upcoming May general election. The 
SLORC military officials dismissed most of 
the MPs’ questions out of hand and there 






| овен foni 18 с Soldiers t to adap i a= 
. Order to retain. their influence. яв oo 





Malaysia : Sarawak 

The politics of Sarawak à isa ablend of local - 
ethnic pride and coping with federal 
policies which affect daily life. 19 


Thailand : Politics 

Prime Minister Chatichai seems likel, | 
preserve his position despite the ing 
challenge from Gen. Chaovalit 20 


Nepal : Politics 

Forty vears after its restoration by India, 
the Nepalese monarchy is under siege, 
with domestic agitation for democracy 22 | 


Philippines : War Victims . malu | 
Civilians get caught in a squeeze between 25 
communist rebels and еше. m 
supported vigilante groups 6 
Thailand: Education — WS 
While concern is growing that а. shortage 1 
of technical graduates may hamstring the 
country’s growth, a more serious problem - 
may lie in the massive dropout rate . 
following primary schooling 28 


delegation's meetings. The delegatio: 
headed by parliamentary human-rig] 
sub-committee chairman Friedrich Vogel, 
described the meetings as "not being held 
in a diplomatic atmosphere." 


Huffco and Daughter Inc. 


Houston oilman Roy M. Huffington, 
recently nominated às US ambassador to 
Austria, will sell his 20% share in Huffco 
Indonesia as well as other personal 
holdings. Huffco, one of the earliest 
investors in Indonesia's hydrocarbon. 
industries, manages a production-sharin 
company that supplies natural gas to — 
Indonesia's huge LNG facility in Bontang, 
Kalimantan. Virginia Indonesia Co., 
jointly owned by Ultramar and Union 
Texas petroleum, will take over operation 
of the company. Huffington’ s worldwide 
assets, most of which are in Indonesia, 
have been estimated at 058500 million to 

: timar ош 5 
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|. mesia: : Economies. UU i 
Batam finally begins to attract foreign 

`. investors, 16 years after President Suharto 
- first floated the idea of a free-trade zone 
` en the island 36 s 

* Singapore. tunes in to Batam’ 5 Radio 

. Zoo 37 

. US-Asia : Banking | 

Citicorp builds a consumer banking 

m empire. in the Asia-Pacific region 38 — 


- ‘Taiwan : Commodities 


. Betel nuts, Taiwan's favourite chew, now. 


. rival rice as the island's top money- 
earner 40 


New Zealand : Economies 
. The government rejects any alteration in 
its economic strategy despite a sharp 


€ hter, is expected to receive one-third 
( e proceeds from the asset sales. Oil 
sources say she is looking to invest in a 
new exploration concession area in Java. 


. Moscow Milestone 
The scheduled visit to 
Moscow on 19 March 
`. by former South 
. Korean opposition 
- leader Kim Young 
Sam, who has joined 
President Roh Tae 
- Woo's new 
conservative alliance, 
ıı will be grand in style Kim. 
. and mammoth in 
Size. Apart from a press corps numbering 
. more than a dozen accompanying his 
>. ‘party, Kim will be leading an entourage 
of 16 senior political and government 
gures, including possibly a cabinet 
ember. While Seoul officials already 








| . Riding the market down (42). 


deterioration i in 1 the country's ѕ balance of | 





payments 40 
Asia : : Markets 


7 Токуо'ѕ stockmarket crash signals arise in 


: global interest rates 42 


Whe MYER 


Japan policy split shakes confidence in 


market 43 


-Land prices to stay firm 44 


Tokyo blames foreign brokers 45 


Вір squeeze faces the region 46 — 


US-Japan : Economic Relations 
The Structural Impediments Initiative 


meetings in Tokyo are heightening, 


rather than soothing, bilateral trade 
tensions 53 


indonesia : Tolécommunications 
Under intense international pressure, 


President Suharto calls for а second 


round of tendering for a huge. 
-. telecommunications contract 54 


have predicted that this will be a 
milestone vear in improving ties 

with Moscow, Kim hopes to meet 

with Soviet President Mikhail Gorbachov 
in an attempt to achieve an early 
breakthrough on the issue of full 
diplomatic ties. 


Checking out Qian 

Chinese о СРА Minister Qian Oichen | 
will visit New Delhi in the third week of 
March. The recently elected government 
of Indian Prime Minister V. P. Singh, 
wants to assess Peking’s interest in 
continuing a slow improvement of ties 
confirmed Бу former prime minister Rajiv 
Gandhi's visit to Peking in December 
1988. 


Backdoor Backup 


Despite official indications trom Moscow 
that it has cut military supplies to the 
Phnom Penh regime since the Vietnamese 
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troop withdrawal in September 1989, 
Western sources say Soviet ships have 
unloaded ammunition, armoured 
vehicles and other military equipment on 
at least four occasions since then. The 
ships made their deliveries from early 
October to late January via the Cambodian 
port of Kompong Som. One cargo 
reportedly included 40 armoured vehicles. 











International Aspirations 
Hot on the heels of its marketin 
with British merchant bank 
PODES E the biggest loc 
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i: Ts B scattered. street: ‘fighting and 
po scuffles on the floor of the national 
| assembly, Taiwan's electoral col- 
lege, President Lee Teng-hui is 
pressing on with his election campaign. Lee 
is gambling that he and his hand-picked 
;Vice-presidential running mate, Li Yuan- 
tzu, can flout the traditional power-brokers 
of the ruling Kuomintang (KMT) and still win 
|. convincing mandate from the assembly 
later this month. If they succeed, Lee can 
then accelerate political reforms unbeholden 
to conservative rivals. 

‘i Lee's rival KMT faction leaders -- Pre- 
. mier Lee Huan, Defence Minister Hau Po- 
ип and Judicial Yuan president Lin Yang- 

-kang — manoeuvred in the national assem- 
bly and in the Legislative Yuan, or parlia- 
ment, to block him. They hope to force Lee 
to bargain with them about the post-elec- 
tion cabinet line-up, as well as the pacê and 
direction of reform. 
| To keep the president on the defen- 
. Sive, the conservatives need to present 
- a credible alternative slate to Lee and Li, the 
кмг official nominees. So far, their stand- 

ard bearer has been Chiang Wei-kuo, half- 
brother of Lee's predecessor, the late 
Chiang Ching-kuo. As the last surviving 
-son of Generalissimo Chiang Kai-shek, 
Chiang. Wei-kuo is popular among the 
_ elderly mainlanders frozen in office for 
. the past 40 years, who comprise 90% of 
. the national assembly. But he is so de- 

;spised by the general public that his elec- 
боп as president or vice-president could 
-spark unrest. 

- To maintain a plausible threat to Lee, 
he KMT Right hints that it has a more ac- 
ptable alternative ticket waiting in the 
igs: the populist, Taiwan-born Lin for 
'sident and Economics Minister Chen Li- 
an, the US-educated son of a key Chiang 
<ai-shek crony, as vice-president. But the 
onservatives know they have scant chance 
beating the official party slate, so they 
prepared yet another fall-back posi- 
, Citing. the worldwide "democracy 
= they have lately begun favouring 
planting of the current executive 
. with an enhanced premiership, 
osen by parliament. 
mocratic stirrings are some- 
or the KMT Right. Few party 
















































were much bothered by. a 


Pres ident fa flouts KM Т conservatives in election сатро; 


dynasts. Nor did they object 
to a weak and manipulable 
incumbent as they perceived 
Lee to be when he assumed 
Taiwan's presidency in 1988. 

But now that he looks set 
to finally win election in 
his own right, party elders 
want his wings clipped. His 
selection of a running mate 
gave a foretaste of what an 
unbeholden President Lee 
might be like: with little re- 
gard for consensus-building, 
he railroaded the nominat- 
ing convention of the party's 
central standing committee 
to choose Li, a tough politi- 
cal operator, over any of the rival faction 
leaders. 

Lee and Li both won nomination by 
near-unanimous acclamation. But the real 
division surfaced in the votes over pro- 
cedural questions. Those votes were the 
best indicators yet of the fault lines in the 
facade of KMT unity. 

The KMT plenum is dominated by el- 
derly Chiang Kai-shek loyalists, who 
mostly follow instructions from party head- 
quarters through sheer force of habit. 





Lee: relying on inertia. 







ЫЫ politidans and offi- 
n * даб, too, tend to listen to 
> party headquarters since it is 

the font of all patronage. Lee 

Teng-hui is relying on this- 

inertia to tide him through 
` the national assembly. But 

KMT power-brokers can in- 

voke personal loyalties to 

override party discipline on 
| any single vote. No one 
| power-broker has enough 
| support to prevail alane; 
But, as the central con 
tee plenum showed, they 
can carry the day if they act 
in concert. 

Their coalition is a fragile 
alliance of convenience, though, which the 
president's strategists hope to undermine 
by separate deals with individual power- 
brokers. Some key players, like Lin Үапр- 
kang and Lee Huan, most fear being put 
out to pasture after the election. They could 
be bought off with promises of continued 
tenure in office, analysts suspect. The in- 
dusion of Defence Minister Hau in the 
coalition against Lee is an ominous sign for 
the president, since the party's military fac- 
tion traditionally. wields. disproportionate: 








PHILIPPINES 


Aquino’s arrest of Enrile 
caps new, harder line 


Cory cracks 
the whip 


By Rigoberto Tiglao in Manila 





resident Corazon A Aquino on 27 Feb- 
P ruary made her toughest and per- 


haps most politically risky move so 
far in a two-month campaign to crush con- 
spiracies against her government. On that 


day, agents of the National Bureau of In- 


vestigation entered the lobby of the Senate 


and arrested one of Aquino's most vocal 
opponents, Sen. Juan Ponce Enrile. The 
senator — along with fugitive army colonel 
iang e Honasan and Cagayan Governor 


Rodolfo Aguinaldo — was charged with re- 
bellion and murder for his alleged part in 
the failed December army coup. 

In a separate indictment, Enrile ^s 
accused of harbouring Honasan, a pr г 
of the senator in 1986 when, as defence 
minister, Enrile helped oust former pre- 
sident Ferdinand Marcos and install 
Aquino in power. The surprise arrest of. 
Enrile capped а series. of unexpectedly 
tough moves by the government against al- 
leged leaders of the rebellion. Some 54 sol- 
diers and officers accused of participating in 
the coup atttempt are in military custody, 
including six officers believed to have been 
key leaders, such as Brig.-Gen. Edgardo 
Abenina and navy commander Proceso 
Maligalig. 

Enrile dd to be delighted in маў. 
he portrayed as his martyrdom at the- 
hands of the gove Y ment. A number ofi in-. 
fluential news columnists: in Manila even | 
suggested. that b arresting Enril 
had played into his trap. His arrest, prs 
um п national 































. But the military now seems di- 













The opposition Democratic Progressive 
. Party (DPP) is another group which exer- 
- cises influence over the presidential poll out 
af all proportion to its miniscule presence in 
_ the national assembly. The 11 DPP assemb- 
` men have hogged the rostrum day after 


les with elderly deputies on the assem- 
floor. By fanning the old legislators’ an- 
ties about the political tenor of post- 
iang Taiwan, the DPP antics have encour- 
ge them to shed party discipline and buck 
ее ' Teng-hui. 


ѕ а counterpoise to the DPP 
agitators, the 69 vounger, Taiwan- 

elected KMT assemblymen have 

quietly taken control of the body’s 
influential chair committee. They hope to 
steer the election by avoiding an overt split 
in the ruling party. At its first meeting, the 
committee cancelled Chiang Wei-kuo’s 
tuled appearance before the national 
assembly so as to avoid presenting a tempt- 
ing target for the DPP and a rallying point 

: for elderly mainland die-hards. 

The selection of a speaker for the Legis- 
lative. Yuan provided a sample of how 
complicated the KMr's pre-election man- 
oeuvring can get. In a bid to appease el- 

Деу mainlanders in the assembly and par- 
“hament, party headquarters backed the 
.candidacy of a 70-year-old representative 
i from Manchuria who is close to Lee Huan. 
- А caucus of young Taiwan-elected reform- 
_ ists, natural allies of President Lee, prompt- 
_ ly nominated an alternative candidate. 
The president personally called on the 
-reformists to ask them to withdraw their 


for lengthy filibusters interspersed with - 


candidate. Ha 
"face," the reforr 
helped negotiate 









tied. They also 
. passage for the 
party’s candidate through | the gauntlet of 
the DPPs parliamentary delegation. The 
DPP, through filibuster and agitation, back- 
ed by street rioting, had already postponed 
the speaker selection by a week. 

But Young Turk conservatives in the 
KMT, angered at being bypassed while the 
president courted the reformists, either 
abstained or cast spoiled ballots in the 
speaker elections. In the end, the party's 
speaker candidate won 71% of the 241 
votes cast — the lowest margin ever for a 
speaker. Presidential strategists concluded 
that Lee Teng-hui had bolstered his stand- 
ing with the elderly mainlanders without 
handing too much of a victory to Lee Huan 
and company. 

The old national assembly members 
might not be so easily appeased, however. 
Their informal caucus has set forth, as 
an implicit price tag for its support in the 
presidential election, a wish list of en- 
hanced powers. They want to meet annu- 
ally, instead of every six vears, to control 
legislation and be assured that at least two- 
thirds of the assembly will represent main- 
land constituencies in perpetuity. 

The Temporary Provisions Effective 
During the Period of Communist Rebellion, 
under which many of the assembly’s spe- 
cial prerogatives fall, come up for review in 
early March. Only the assembly itself can 
revise or revoke the provisions. And, to 
guard against any surprises, the elderly as- 
semblymen have one additional demand: 
they want to take over from the president 
the sole right to declare an end to the 
Period of Communist Rebellion. E 








of winning the 1992 presidential polls. 
But the suggestion by one columnist 
that his arrest had elevated Enrile to the 
"ory of such national heroes as Jose 
. . .executed by the Spaniards, stretched 
à point to absurdity. The politically wily En- 
rile — in stark contrast to those Filipino 
martyrs — is widely believed to have the 
backing of the so far well-organised con- 
spirators from the Reform the Armed 
Forces Movement (RAM) and has a cor- 
porate empire worth at least P2 billion 
` (USS88.11 million). 
. Indeed, the presidential palace appears 
to be moving towards opening a second 
front against Enrile by investigating his al- 
_legedly “unexplained wealth." The govern- 
= ment will likely resurrect charges against 
= Enrile in connection with his chairmanship 
` of the Philippine National Bank, which ex- 
tended unsecured guarantees for foreign 
loans to three now bankrupt firms. 
` ` Aside from the view that Aquino felt 
personally affronted by recent statements 
by Enrile that he “was sorry for putting 
` Aquino into power," her administration ap- 






pears to have made its latest move because 
of its successes in neutralising the RAM con- 
spirators. Most analysts in Manila had been 
convinced that another coup attempt 
would be launched in February and REVIEW 
sources asserted that the arrest of alleged 
key leaders — particularly navy command- 
er Maligalig — had disrupted the RAM net- 
work. 

But Enrile's arrest, coming as the threat 
of another coup was receding, has thrown 
Manila into another period of political ten- 
sion. Aquino ordered all military camps on 
red alert as a precautionary move to thwart 
potential reprisals from Enrile's alleged al- 
lies in the RAM. The government's failure to 
restore normalcy will compound the wor- 
sening economic problems. 

Enriles arrest while Congress was in 
session is unprecedented — the only other 
case was in the 1950s when the Senate it- 
self ordered a member's arrest. However, 
in a country where political and economic 
power easily short-circuits the judicial sys- 
tem, a conviction of the powerful and weal- 
thy Enrile would be virtually epochal. а 
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Kaifu wins temporary victory. 



















JAPAN 


An untainted cabinet 
irks factional bosses 


Price of 


RUE 


X ————PÓÉÓÓP PPP: 


he first big showdown since the 18- v e 
February general election between - 
Japan's Prime Minister Toshiki Kaifu 
and the factional bosses of the ruling Lib  . 
eral Democratic Party (LDP) appears to have _ 
ended in a victory for Kaifu. ue 
But Kaifu's refusal to include in his new 
cabinet politicians who were implicated in 
the Recruit shares-for-favours scandal апа. 
the earlier Lockheed affair, may have per- 
manently soured his relations with at least. 
one major LDP faction. The row over cabinet. 
jobs may also have damaged public sup- 
port for the ruling party, which had man- 
aged to put on a temporary show of unity. 
before the election. | 
The new cabinet line-up, announced six. 
hours late in the early hours of 28 February 
appears to have been designed to impres 
outsiders with the retention of Foreig: 
Minister Taro Nakayama and Financ 
Minister Ryutaro Hashimoto in their post: 
Both men are seen to have important cot 
tinuing tasks: tax reforms and Soviet Pre 
dent Mikhail Gorbachov's visit to Japan i 
1991. е 
However, the impression of solidari 
conveyed by the reappointment of experi 
enced ministers may have been und 
mined by rows over other appointments 
The main reason for the pone delay 












ti ме was ; comsictéd | in (ж 1974 
d bribery affair. | 

pushing for his indusion in the 
, Michio Watanabe appears to have 
ed to force Kaifu's hand on the issue of 
giving cabinet posts to politicians with re- 
cords of corruption. Watanabe, a former fi- 
-nance minister who aspires to party leader- 
ship, was himself named in the summer of 
988 as one of the top leaders whose sec- 
‘retaries received unlisted shares in Recruit 
Cosmos, apparently in return for political 
favours. 

..— Watanabe's attempt to pressure Kaifu 
may have damaged his own standing, at 
least with the general public, But his be- 
-haviour reflects a general feeling inside the 
.LDP that the time may have come to bury 
Recruit. Before the Sato showdown, Kaifu 
already had been forced to appoint Mut- 
. Suki Sato, a Recruit-implicated member of 
. the party's second-ranking faction — led by 
|» Shintaro Abe — as chairman of the LDP's po- 
-licy committee. 

7 Kaifu was also asked to give the job of 
education minister to Yoshi Mori, another 
Abe faction member who is tarred with the 
Recruit brush. He was only able to avoid 
-doing this after Mori himself withdrew as а 
result of intervention by LDP secretary*gen- 
ега] Ichiro Ozawa, a top member of the 

-Takeshita faction who avoided involvement 

.in Recruit and who currently seems com- 
mitted to propping up the Kaifu cabinet. 





n contrast to Abe and Watanabe, a 
third major faction leader, former fi- 
nance minister Kiichi Miyazawa, seems 
to have deliberately avoided pressuring 
_Kaifu on the cabinet. The Miyazawa faction 
“initially nominated its "crown prince," 
former Japan Defence Agency director 
Koichi Kato, as a candidate for a ministerial 
post but backed down when Kaifu pointed 
to Kato's record as a recipient of Recruit 
shares. Miyazawa’s moderation may have 
_ been designed to help his faction regain its 
place as one of the three mainstream 
groups backing the cabinet. 
-Kaifu's refusal to give cabinet jobs to 
politicians with Recruit or Lockheed re- 
i is thought to have scored some 
s with the general public, which has 
Tm dined sceptical about his ability to lead. 
LDP factional bosses may be biding their 
ne for the chance to get even, 
-The government is expected to face seri- 
yus difficulties in pushing the 1989 supple- 
mentary budget — to be followed by the 
main 1990 budget — through parliament. If 





the budgetary debate bogs down as a result 
of opposition boycotts, or is delayed by ar- 
uments over tax reform, Kaifu could be 
forced to step down in аеш ofa tainted | | 
but more effective leader. co СЫНЫК. 





By Hamish McDonald and | 
Michael Vatikiotis in Jakarta 


he latest round of talks between the 

warring Cambodian factions have 

cracked, but not breached, the dip- 
lomatic revetments built the last time they 
met. The Vietnamese-installed Hun Sen 
government said it was ready to talk about 
the UN helping run the country pending 
free elections, while the Khmer Rouge de- 
cision not to dismiss immediately a UN- 
supervised settlement has also raised 
hopes. 

Although all parties were cautious about 
abandoning their long-stated positions, the 
26-28 February meeting in Jakarta saw faint 
signs of flexibility. The meeting brought to- 
gether the now-familiar grouping of Asean 
foreign ministers, Cambodian factions and 
Vietnam under the chairmanship of France 
and Indonesia. Indonesian Foreign Minis- 
ter Ali Alatas noted more “focused” 
discussions and a “widespread ac- 
ceptance of the central idea" of UN 
involvement, if still great divergence 
on the details. 

More optimistically, the Jakarta 
meeting has lent substance to the 
view that regional and global politics 
are pressing the factions towards 
settlement. However, the snail's 
pace of the process has been high- 
lighted by a sudden flare-up of fight- 
ing in western Cambodia and re- 
newed arguments about the real ex- 
tent of Vietnam's announced troop 
withdrawal last September. 

Alatas had been reluctant to call a 
meeting of this kind after the frus- 
trating experience of previous 
gatherings in Jakarta and Paris. Un- 
less something could be achieved, he saw 
no point in allowing the factions a platform 
from which to reiterate their well-known 
positions. But with the six-month consulta- 
tion period set by the Paris Conference last 
August almost up, the peace process was 
on the verge of extinction. 

What breathed new life into the mori- 
bund negotiations was Australia’s de- 
tailed proposals on UN involvement, com- 
bined with superpower concurrence on the 
need to resolve long-running regional con- 
flicts. The plan, the first of its kind, was 
propounded by Australian Foreign Min- 
ister Gareth Evans. It envisages a com- 
prehensive settlement which could be 


achieved. within 18 months and addresses 
three key. issues: how to implement a- 


ment, Е perap: 4 
















Faint signs of compromise at Jakarta meet o 


A distant li 





ceasefire, how to run free elections and 
how to ensure a. iiie neutral adminis- 
tration in the transitional period. . 

The plan outlines a typical UN peace- 
keeping operation, where the agreement of 
all combatants is required — along with 
their commitment to concentrate forces and 
store weapons in specific areas. It estimates 
5,500 UN troops would be needed’ to 
monitor the ceasefire and. carry out other 
military tasks — including verification. of 
the Vietnamese withdrawal and cessation 
of outside arms supplies. The UN's main 
task in Cambodia would be to supervise 
free elections — in contrast to its usual 
monitoring role — and actually register — : 
educate voters, organise polling and venty 
the vote count. To control this process, the 
Australian plan estimates some 2,000 UN 
electoral officials would be needed. 

These two aspects of the Australian plan 
are the least controversial. Anticipating, ac- 





Evans and Khieu Samphan strive for flexibility. 


curately as it turned out, that the factions 
would be more resistant over the question 
of sovereignty and structure of the adminis- 
tration governing the country in the transi- 
tional period before elections are held, the 
plan offers several options ranging from 
total dismantling of the 150,000-strong 
Phnom Penh bureaucracy to a selective re- 
placement of key personnel. 

Taking into account the difficulty. of 
finding, supporting and housing large 
numbers of skilled administrators, the Aus- 
tralian plan veers towards selective supervi- 
sion of the existing bureaucracy. It suggests. 
280 UN staff could take over from the exist- 
ing political. leadership i in both the Phnom 
Penh government and the resistance move- 
,000 others ре 
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e шше scenario” vould) cost (159987 
` million over 12 months, increasing to 
. US$1.3 billion over 18 months. 
^ The plan attempts to sidestep wrangling 
between the fac ons over sharing power in 
i iod by effectively “park- 
t ional leaderships i ina 
the Supreme National 
rever, this proposal was 
sed by the factions. In their 
. fon ments, the three resistance fac- 
ted tions grouped under Prince Norodom 
. Sihanouk's titular leadership continued to 
< propound their idea of a quadrapartite in- 
. terim government. Hun Sen agreed to the 
. SNC — originally his own proposal — but 
said dismantling his administration would 
bring back chaos and allow the Khmer 
Rouge to seize power. 
Nevertheless, the faction leaders seem- 
« 2 show greater flexibility in talks sur- 
rounding their formal statements. In his 
prepared speech to the meeting, Khmer 
Rouge leader Khieu Samphan made no 
mention of the Australian plan; however, 
in a supplementary remark he mentioned 
meeting Evans and said his party was look- 
ing for some sign that the Hun Sen 
government generally endorsed a 
` UN role in verifying the withdrawal 
of foreign forces. Hun Sen later gave 
what delegates ‘described as a 
. categorical "yes" to the Australian 
plan though he was still vague 
about the extent of UN involvement 
in the interim administration, saying 
it was a subject for further discus- 
sion. 
One difficulty for delegates was 
the need to constantly juggle ques- 
tions of diplomatic protocol and 
` heed the sensitivities of each of 
f° co-chairman. For Indonesia, 
I е apparent coolness towards 
` the meeting was an embarrassment. 
¿French Foreign Minister Roland 
- Dumas — а co-chairman in the pro- 
` cess since the August 1989 talks in 










` Paris — delayed the meeting a day by his 
‚ме arrival, and then stayed in Jakarta 
: barely 12 hours. Australian. officials were 
- also upset by France's view that their pro- 
- posal was irrelevant and motivated by 
-. domestic considerations. 
_ In the end, France and Australia avoid- 
еа emulating the factions they were there 
` to reconcile. But the fact that France reiter- 
cated the greater importance of other 
: forums, such as the UN Security Council 
_ permanent members and the wider Paris 
grouping — both of which are to meet 
again in the coming months — left those at 
Jakarta meeting feeling that they were 
ttle more than an adjunct to the machina- 
ons of кн power pues m" 





Sthanouk vows his return ts per manent 





Cambodia 


xiled Cambodian resistance leader 
E Prince Norodom Sihanouk returned 

to a remote corner of his homeland 
on 23 February to take up what he said 
would be permanent residence, accom- 
panied by the usual media circus that 
transformed what was intended to be a sol- 
emn and politically significant occasion into 
an exotically datelined “photo-opportun- 
ity.” 

A military band played the country’s 
former national anthem as Sihanouk ar- 
rived at a small resistance base just across 
the border from Thailand’s Surin province, 
where he was greeted by some 100 flag- 
waving villagers chanting "long live the 
father of Cambodia." 

Sihanouk said he returned to his home- 
land to boost the morale of his guerillas, 





who along with the Chinese-backed Khmer 
Rouge and another small non-communist 
group are fighting the government installed 
in Phnom Penh in 1979 by a Vietnamese 
invasion. "It's a great encouragement for 
my people and for my army to see that 
the leader, the father, is with them," he 
said. 


Diplomats in Bangkok believe Sihanouk | 


also returned to Cambodia in an effort to re- 
build his credibility following criticism from 
many Western countries for his cooperation 
with the communist Khmer Rouge, the 
most effective resistance army fighting 
Phnom Penh. 

The prince insisted he would not get in- 
volved in commanding his guerilla forces, 


~ The prodigal pri 












which T perfi ormed more » poor у 
the other two resistance groups. since 
Vietnamese withdrawal. 

"The Americans are watching," he 
"They want to destroy y me politically i 
to be the real commander in chief. 
them, it's unacceptable - to see Sihanot 
with the Khmer Rouge." As a result, t 
prince said he woüld Concentrate his atte 
tion on providing | food, clothing and 
medicine for his followers. o 

The 68-year-old prince: told journalist 
accompanying him that his army had built 
two houses for him in different locatio 
near the Thai border, but refused to reveal | 
their locations because forces loyal to the - 
Vietnamese-backed Phnom Penh govern - 
ment were still nearby. a 

“They have artillery guns, so I have to 
keep my location very secret to avoid shel- _ 
ling," he said. ut 

Sihanouk ruled. Cambodia for nearly | 
30 years, first as king and then as . 
head of state, until he was ousted — 
in a coup in 1970. He was a prisoner. 
in his palace in Phnom Penh during. 
the rule of the radical Khmer Rouge 
in the late 1970s, during which an 
estimated 1 million of his country . 
men, including some of his imme- 
diate family, are thought to have фей, _ 

Since the Vietnamese invasion _ 
of Cambodia in late 1978, Sihanouk 
has been leading the fight against _ 
the Phnom Penh government from 
exile in China and North Korea, — 

Many observers in| Bangko! : 
doubt the prince is ready to g 
up the luxurious lifestyle provi 
ed by his Chinese and North. 
rean hosts — and the five-star’ tre, 
ment rolled out for him on his 
quent overseas travels — to ren 
with his troops in а desolate, mal: 
infested jungle camp along the Thai bor 

“He'll soon be looking for invitati 
to travel abroad," one diplomat: pre 
ed. 

Sihanouk — who answered press qui 
tions in the good-humoured and som 
times disarmingly honest fashion for w 
he has become renowned — was vis 
upset when one correspondent aske 
he planned to arrange daily deliverie: 
food and delicacies from a top. Bang yk 
hotel. it 
He replied that he would live like } 
people in the "liberated" land, and wou 
only leave if he had a toothache which t 
quired treatment in Thailand. - | 
























Malaysian newsagency to 
icquire greater powers 


# Bernama, Malaysia's national 





 newsagency, will be given greater powers 
_as gatekeeper to incoming foreign news 
when parliament passes newly proposed 
amendments to the Bernama Act 1967. The 


mendments will, among other things, 
give Bernama exclusive rights to receive 
oreign wire copy, to arrange for its 
distribution to local subscribers and to act 
IS distributor for foreign publications. The 


move should give Bernama, which has 
. been losing money for the past few years, 


“new channels of income. 


-At least 80 die during 
Таап state poll violence 
v Indian reports said that more than 5 


of 210 million elegible electors voted on 2 


a. February in polls to select 1,619 Rance. 


. of state assemblies in eight states and one 
territory. At least 80 people died and 

_ hundreds were injured in widespread poll 
-. violence, the worst of which occurred in 
_. Muzaffarpur, in India’s second-most 

_ populated state of Bihar. Meanwhile, 
«though members of the former Congress 
рану government received the most Seats 
лпа 12 February poll in Manipur, the 
country’s eastern-most state, opposition 
|| parties and independents will join to form 
_ the new government there. 


. Roh equivocal on change to 

_ Westminster-style gov coni dent 
__ * South Korean President Roh Tae Woo's 
reluctance to take a clear stand on the 

. "widely debated issue of allowing a 

| Westminster-style parliament was evident 
_ in a recent statement that it was premature 





to talk about its efficacy for the country. 


However, Roh indicated that he was 


personally supportive of a cabinet system, 
'saying that the current presidential system 
had been adopted in the heat of the 

democracy movement three vears ago and 


eserved to be tested. 


oul makes further progress 
es with Eastern Europe 


South Korea is about to conclude a 
nths-long diplomatic offensive in 
astern Europe, developing new ties with 
t Germany and Romania. Foreign 
nister Choi Ho Joong confirmed on 24 
ruary that Bucharest would shortly be 
ending an official delegation to Seoul for. 
scussions on establishing diplomatic 
id economic ties. However, formal 
relations with East Germany would have 
to await general elections scheduled there 


later this month, Choi said. These 
developments follow recognition by 
Poland, Hungary, Czechoslovakia and 
Yugoslavia. | 


Phnom Penh forces retake 
territory from rebels 

> Government forces have launched a 
counter-offensive against the resistance in 
northwestern Cambodia, capturing the 
town of Svay Chek which earlier had been 
taken by forces of the Khmer People's 
National Liberation Front. The Phnom 
Penh regime pounded the town with tank 
and artillery fire before driving the 
resistance fighters north to another 
recently captured centre at Thmar Puok. 
Resistance leaders complained of a lack of 
ammunition and arms in facing the 
onslaught Ьу the government troops, who 
had launched their offensive from the 
Bantheay Meanchey provincial capital of 
Sisophon. 


| cO Highways 


«Ox» Railways | 


Moratorium proposed following 
collapse of minerals accord 

> New Zealand has abandoned the 
proposed minerals control convention for 
Antarctica, which was negotiated under its 
chairmanship between 1982 and 1988. 
Despite obtaining 17 signatures for the 
convention, close to the number necessary 
for its implementation, New Zealand was 
blocked by refusals from France and 
Australia, two of the seven territorial 
claimants. France and Australia are 
pushing, so far unsuccessfully, for the 
continent to be declared a world park. 
New Zealand will now propose a 30-year 
moratorium on mining at a meeting of 
treaty partners in Chile in October, 
coupled with a range of specific 
measures aimed at comprehensive 


«environmental protection of an "Antarctic 
Park." 











Violence "e" again — 

on Bangladesh ‹ 'amptises ^ 
Widespread ü à 
violence followed the | 
25 February killing of 
Shahidul Islam, a 
major leader of the 
Bangladesh Chatra 
League, student 
wing of the 
opposition Awami 
League, in à violent. | 
clash on the Dhaka 
University campus with the Jatiyatabadi 
Chatra Dal and the Bangladesh National 
Party, both student arms of other 
opposition factions. The government has 
ordered a judicial inquiry into the fighting, 
following a meeting between President H. 
M. Ershad and university authorities, v ' 
have closed the campus. Meanwhile, 
Ershad said he welcomed the decision py 
the opposition parties to participate in this 
month's sub-district elections. 








Ershad. 


Kashmir assembly dissolved as 
separatist protests continue 


> Jagmohan, the governor of Jammu and 
Kashmir, has dissolved the state's 
assembly їп a move that will enable new 
elections at an unspecified date. Almost 
daily separatist demonstrations continue in 
both Indian Kashmir and the adjoining 
Pakistan territory of Kashmir. Reports 
from Srinagar suggest that as many as 
100,000 people took part іп а 23 February 
demonstration calling for Indian 
withdrawal from the Muslim-majority 
state. 


Fake visas strand Chinese 
passengers in Hongkong 

№ A case in which 24 Chinese from 
Guangdong province were stranded in 
Hongkong’s Kai Tak airport, may be related ' 
to an immigration racket recently disclosed © 
by the Venezuelan authorities, in which a - 
gang led by a Venezuelan Chinese had 
sold US$11 million worth of immigration | 
documents. The passengers, who said 

they thought their documents allowed 
them to emigrate to Venezuela, were 
refused permission by British Airways to 
board a flight to Venezuela after the airline 
was informed that their visas were fakes. 
They refused an offer by the Civil Aviation 
Administration of China, which flew them - à 
to Hongkong, to take them back to China. 
As of 28 February, the 24 had been camped | 
out in the airport “for eight days, posing a 
dilemma for Hongkong officials, as they — 
had broken no local laws i in пеш the E 
British о лл E CU 














For many people there still is. The Westin Chosun. 


For over 75 years, one hotel in Seoul has been the choice of kings and 
presidents, captains of industry and those who instinctively seek the finest 
accommodation wherever they travel. To further enhance your stay, our rooms 
and suites have now been totally refurbished and beautifully appointed. But 
you will be pleased to know that our gracious service and traditional hospitality 
remain unchanged. 


For reservations, call your travel agent - 
Westin Hotels or direct phone, 
Se), Ba CHOSUN KIS THE WESTIN CHOSUN ff 


Fax: (82-2) 752-443 СРО Box 3706, Seoul, Korea 
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plying Pakistan with nuclear compo- 

nents and technology, French Presi- 
dent Francois Mitterrand concluded a 19-21 
February state visit with a pledge to sell a 
nuclear power plant to Islamabad. 

-As well as earning Pakistan Prime 
Minister Benazir Bhutto the respect of her 
officials: for her conduct of a one-on-one 
- Session. with the French leader, which re- 
:  portedly tipped the balance in favour of Is- 
-Jamabad on the nuclear sale, the deal also 
eased some of the domestic heat on her em- 

ed administration. 

ivleanwhile, the Pakistan Foreign Minis- 
try dismissed as unfounded Washington's 
prompt criticism of the deal, under which 
France will supply a 900-MW pressurised 
water reactor while also providing substan- 
tial compensation for an aborted 
2114-19705 nuclear deal that should 
at least meet the down payment 
on the new US$1.5 billion power 
plant. 

Islamabad said the French reactor 
would be subject to full international 
safeguards, including all controls 
and guarantees applicable to the ex- 
port of nuclear material. The govern- 
ment reiterated its stand that it was 
prepared to comply with any ar- 
rangement — from signing the nu- 
clear. Non-Proliferation Treaty (NPT) 
to an Indian-Pakistan agreement on 
mutual inspection of nuclear installa- 
ons — provided New Delhi recip- 

ted in kind. 

Mitterrand, the first French head 
of state to visit Pakistan, said the 
two countries would soon exchange 
letters to firm up the commitment. 
Paris also will propose an agreement 
with Pakistan on peaceful uses of atomic 
energy in such fields as industry, agricul- 
- ture and medicine. At the joint press con- 
 ference with Bhutto, Mitterrand implied 
. that as France already had sold nuclear 
power plants to such countries as China 
and India, which had not signed the МРТ, 
. Pakistan's being a non-signatory was ir- 
. relevant. 
| Bhutto said Islamabad had held Баск 
from signing the treaty because India 
` had not done so but added that Pakis- 
. tan had recently signed a treaty with 
- India pledging not to attack each other's 
“nuclear facilities. Besides, she said, 
Pakistan was already respecting uni- 


р: а а түн tacit ban on 1 sup- 






laterally all the objectives of the NPT. 

Pakistan has been suspected of going 
ahead with a secret nuclear-weapons pro- 
gramme centring on its nuclear-reprocess- 
ing plant at Kahuta. This industrial plant 
was alleged to have been put together 
through clandestine import of components 
banned for export to Pakistan by producing 
countries. Following reports in the late 
1980s that Pakistan’s top nuclear scientist, 
Abdul Qadeer Khan, had taken reprocess- 
ing technology without permission from a 
Netherlands laboratory where he once 
worked, there has been a reluctance among 
Western countries to allow other Pakistanis 
to train at their nuclear facilities. 

Most importantly, the French deal 
promises future respite for a country al- 
ready experiencing long power shut-downs 
which affect its industry and agriculture. 
The Pakistan Government calculates there 





Mitterrand and Bhutto ignore us ban. g 


will be a shortfall of 5,000 MW within 10 
years and proposes to bridge half of this 
gap with conventional power stations and 
the remainder through nuclear genera- 
tion. 

Although Mitterrand did not say when 
his government decided to sell the nuclear 
plant to Pakistan, political sources said the 
scales were tipped during his one-on-one 
meeting with Bhutto on 20 February. 
Bhutto discarded her officials’ brief and in- 
stead, in a personal plea, outlined her de- 
sire to fulfil the legacy of her father, the late 
premier Zulfikar Ali Bhutto. She could not 
implement his wish for Pakistan to stop 
being an aid burden on the West if the 
country’s economy were to stagnate be- 
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do so. an Te 
The French: иные power sale 1 
Bhutto laurels at home — most significan : 
in Punjab. Although the province is con- — 
trolled by her most implacable political | 
opponents, Punjab's legislature quickly _ 
adopted a unanimous resolution congra- _ 
tulating the federal government for secur- 
ing the reactor. And in addition to bringing _ 
joy to her own Pakistan People's Party, _ 
the Mitterrand concession also boosted _ 
Bhutto's stock with the federal bureau- _ 
cracy for her demonstrated diplomatic _ 
prowess. | v. 
Apart from: pledging collaboration amo 
the nuclear field, Mitterrand also agreed . 
to compensate Pakistan for Paris’ cance _ 
lation 15 years аро. of a deal to supply — 
a nuclear reprocessing plant. Pakistan . 
claims the deal was called off because . 
4, of US pressure on Paris when . 
3 France was acquiring multiple . 
warhead missile. technology from 
* the US.. ee 
During negotiations on the can- 
celled project, the French conceded _ 
that they owed Pakistan sompen 
sation. An undisclosed figure -— 
believed to be US$200-250 million — 
is said to have been agreed e v 
and will provide a down payment _ 
on the new plant, which may be _ 
supplied by France's Framatome 
consortium, which is supplying _ 
two similar plants to China. While 
the exact price and terms of pay 
ment have yet to be negotiated, ex- __ 
perts believe the total cost will be __ 
around US$1.5 billion — a major . 
commitment for economically con- 
strained Pakistan. E 
The plant's proposed locationis 
in Chashma, 160 km south of Islamabad, 
on the Indus River and it is expected to be 
commissioned by 1996. 
A number of protocols on socio-eco- 
nomic relations were also signed. during 
Mitterrand's visit. These include a Ffr 1; 
million (US$29.9 million) loan; collaboratio 
in the cement industry and in the produ 
tion of polychlorides; collaboration betwee 
the telephone industry of Pakistan and А 
catel of France for setting up a factory.’ 
produce digital telephone exchanges; 5и] 
ply of 80,000 telephone sets to Pakistan 
























two countries, and a proposal to set up a 
institute of science and Od. wit 
French support. od 
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Hartas, centre, says Abri is ‘designed to uphold integralism.' 


INDONESIA 





Military forced to adapt as political influence wanes 





By M ichael Vatikiotis in Jakarta 


[= armed forces (Abri) аге re- 





defining their dual role, ог dwi-fungsi, in 

political and military affairs in a bid to 
project a more democratic image and fend 
off possible moves to circumscribe their 
power. Discussion of dwi-fungsi — the first 
to demonstrate substantive shifts in military 
thinking since the early 1980s — surfaced in 
early February, and is believed to reflect the 
military leadership's partial response to the 
political and budgetary constraints that in- 
creasingly threaten Abri's dominant role in 
the power structure. 

When former army chief of staff T. B. 
Simatupang died on 1 January, commen- 
tators made much of his view that the mili- 
tary's role in social and political affairs 
should only be temporary, with Abri sur- 
rendering its political role once full demo- 
cracy had developed. The enshrinement of 
dwi-fungsi in law since 1982 — and the 
legitimisation this lent to the assignment of 
military personnel to civilian government 
positions (kekaryaan) — banished Simatu- 
pang to the periphery of military theory. 
But recent statements from senior Abri offi- 
cers indicate a distinct shift in thinking 
which, though it may not herald the mili- 
tary's imminent return to barracks, does 
hint at a realignment in its role within the 
more obviously civilian spheres of In- 
donesia's social and political institutions. 

Interest focused first on a speech by 
army chief of staff Gen. Edi Sudrajat in Ban- 
dung on 5 February, where he called on the 
army to guard against methods or acts 
which could set a bad precedent in politics 
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Form over function 


— which some observers saw as implicitly 
setting limits to Abri's political function. 

More explicit questioning of the dual 
function followed. Appearing before a par- 
liamentary committee the same week, 
Rear-Adm. Machmud Subarkah, secretary- 
general of the National Defence Council, 
said that while in the past there were cer- 
tain sectors where Abri had to intervene, 
"now that there is a balance between the 
military and the civilians as a result of the 
successes of national development, it is 
time the military and civilians competed in 
a healthy way." Subarkah pointed to criti- 
cism of Abri playing too dominant a role 
in the civil bureaucracy, suggesting that 
where possible more civilian administrators 
should be appointed. 

Clarification of these remarks from 
Abri's information office seemed to lean to- 
wards rather than away from this question- 
ing of military participation in the bureau- 
cracy. Brig.-Gen. Nurhadi Purwosaputro, 
head of Abri information, told the press 
that the military had never had the author- 
ity to appoint active officers to provincial 
administrative posts. "If members of Abri 
do become candidates [it is because] they 
are chosen by the people through the re- 
gional legislative assemblies . . . not be- 
cause they are Abri men." He added: “If 
Abri does occupy civilian positions, it is out 
of necessity, not because of their power." 
In a similar vein, Home Minister Rudini, 
himself a former army chief of staff, called 
for provincial secretaries to be appointed 
from the civil service's training institute 
rather than from the military. 

Outwardly, these remarks imply a de- 
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emphasis of the kekaryaan, and therefore 
present dual function as something less 
than it has been previously thought to rep- 
resent. Defence Ministry sources confirm 
that a reassessment of the dual function is 
under way, but deny it involves a signi- 
ficant retreat from Abri's involvement in 
politics. “The term dwi-funsgi is unfortu- 
nate," a staff officer at the Defence Ministry 
told the REVIEW. To the younger generation 
of officers, it represents a legacy of Abri's 
more extreme intervention in politics led by 
their elders in response to the attempted 
communist coup in 1965. “They took the con- 
cept [of a socio-political role] too far. Young- 
er officers now feel it is time to swing back 
more to the centre," the staff officer said. 

A more appropriate model for Abri's 
role in politics can be found in the so-called 
integralistic ideas of Indonesia's founding 
fathers, military sources said. "Integralism 
implies that actors in our democracy come 
from every group in society," a senior Abri 
officer said. This view is apparently shared 
by Abris chief of socio-political af 
Lieut-Gen. Harsudiono Hartas, who toid 
the REVIEW that Abri's socio-political role 
was above "groups and the government, 
but designed to uphold integralism." 

The current shift in Abri thinking repre- 
sents something of a throwback to the de- 
bate over dwi-fungsi which divided senior 
officers in the late 1970s and early 1980s. At 
that time there was a division between 
those who saw the dual function as an ideal 
to be employed when necessary, and those 
who believed ensuring the presence of mi- 
litary personnel throughout Indonesia's 
bureaucratic and political structure the es- 
sence of Abri's role. The latter school of 
thought prevailed. 


ow, according to one of the leading 
IN Sens of the idealistic model, 

retired brigadier general Abdul- 
khadir Besar, Abri's leadership is coming 
around to his way of thinking. Referrii ' : 
Nurhadi's comments to the press, Al 
khadir Besar said "it is the very concept of 
dual function as it ought to be. Not to seize 
as much power as possible, but only to ap- 
point military officials as they are needed, 
and they must be approved by the people." 
But while this may seem like а return to 
idealism to some, others believe it a resort 
to defensive tactics. 

"We don't acknowledge it, but one of 
our biggest problems is what role the mili- 
tary will play in the future," a senior civilian 
official said, pondering the extent to which 
bureaucratic and economic reforms have 
narrowed the scope for Abri's extra-military 
involvement. The government's slow but 
progressive overhaul of the country's cum- 
bersome state sector is increasingly denying 
military officers their coveted positions as 
board members. In the bureaucracy, the 
drive to improve standards of service and 
develop career structures — though still a 
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sation of its. internal о, ON sida 
_ the devolution of village-level security to 
the police which began last year. While 
. counted as members of the armed forces, 
-the police have never been given full re- 
-sponsibility for the maintenance of internal 
security — а role served by the army 
: through Abri’s territorial control system, 
which places a non-commissioned officer 
C77) in all Indonesian villages. The new 
s. m, currently operating in Central Java 
with police NCO's, is known as "village sec- 
urity and order management,” or babinkam- 
odes. | 

— Far from diminishing its political role, 
Abri apparently sees these changes as a 
means of preserving the essence of the dual 
_ function. The first sign of this, analysts said, 
has been the more selective assignment of 
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diplomat said. Another unassailable bo 


tion is the group of 100 MPs in the People's 


Consultative Assembly (DPR). Abri leaders 
consider their parliamentary presence as 
the only non-violent means of ensuring 
there is no deviation from the guidelines of 
state policy or the constitution. 

However, sources said that following 
Abris partisan support for non-govern- 
ment parties during the 1987 general elec- 
tion there was pressure on them to stop 
having active officers assigned as MPs. 
Nevertheless, the number of Abri MPs 
increased trom 75 to 100 in the new DPR 
convened in 1987, and the number of MPs 
still on the active list was even greater. 

One political by-product of these 
changes will be Abri's ability to project re- 
trenchment of the dual function as a step 
towards democratisation. Use of terms like 
integralism, the family principle (kekeluar- 
gaan), and suggestions that no Abri officer 
can take up a civilian post without being 
accepted by the people is, consciously or 
otherwise, in tune with the present desire 
for a return to basic principles and more po- 
litical openness. Often viewed in the past 
as Indonesia's largest political party, Abri is 
now concerned with maintaining its popu- 
larity i in the run-up to the presidential elec- 
tion in 1993, n 
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and federal р oli 


Pride of | 
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By Suhaini Aznami in ! Kuching, Sari 
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{ arawak politics i isa bit lil like the; 
mighty Rajang river. It is fed by 
numerous and often uncharted 
streams which represent. the diverse feel- 
ings of its complex of ethnic and other 
ments. But they mingle together into the. 
main stream of the river combining stro 
state pride with acceptance of the federal 
system. The mix can produce rapids and 
whirlpools. But mostly the two are com- 
plementary. : 
"Before all else, | am proud to be a 
Sarawakian, then. only Malaysian, then 
only of my ethnic group, sort of... as 
one seasoned politician put it. This pride 
place can reach fever pitch, as reflected i 
the Sarawakian football fan battle cry < 
ngap sayot (pounce and swallow), screams ! 
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ZONE (PAKISTAN) 


LANDHI INDUSTRIAL AREA EXTENSION MEHRAN HIGHWAY 
— 7. P.O. BOX 17011, KARACHI 75150, (PAKISTAN) 
` TELEPHONES: 219710,211177, 738014, 738002, 738013 
|... TELEX: 25692 EPZA РК 
PNE FAX: 906. 


Tax holiday upto year 2000 A.D. thereafter 25% in Perpetuity 
Local market available subject to import policy. 

Exemption from custom duty, sales tax, Octroi and licence fee etc. 
Full facility for repatriation of capital and profits. 

Resident Pakistanis allowed to invest upto 4096. 

АП facilities like water, electricity, gas, telephone, telex etc. 

. available immediately. 
Warehousing & trading allowed. 
Off-shore banking and insurance facilities available. 

One window service including issue of import and сеи permits, 
Production oriented labour laws. 
Constructed warehouse RE temporarily available on rent. 
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“ernment. Ho ver, Баа Chief Minis. 
“ter Tan Sri Taib Mahmud disagrees, saying 
. dismissively that "some people try to inter- 
-pret this pride for Sarawak as anti-federal 
. feeling." 

Nevertheless, this pride in being а 
Sarawak son — a sentiment similar to that 
ound among neighbouring Sabahans — 
: worries federal leaders, who see it as an as- 
.sertion of self-determination, though cer- 
.tainly not tantamount to a desire for out- 
Tight independence from Malaysia. 
Nearing the end of the last federal par- 
с Hamentary session in November 1989, 
. ^. Jawah Gerang, a normally quiet govern- 
ment backbencher from Lubok Antu, 
: Sarawak, raised a furore in the house when 
che asked Deputy Home Minister Datuk 
. Megat Junid Megat Ayub to empower 
. Sarawak village heads or its MPs to issue 
. birth certificates and identity cards to 
_ Sarawak residents. 
i Junid replied that anyone with the prop- 
ег documentation could get identity cards. 
_ Holding his ground, Jawah asked how the 
-nomadic Penans and other rural peoples, 














the necessary proof of лл | 
. versary was left stuck for an answer. 


who have no such papers, were t 


“If you don’t know what happens in 


Sarawak, don’t work in Sarawak,” Jawah 


said. "I'm not anti-semenanjung [Peninsular 
Malaysia], but if immigration doesn't 
know, then don't send [immigration offi- 
cers here]. Better to get Sarawak officers." 

Relations between the state and Kuala 
Lumpur run like a gentle roller coaster — 
everytime things seem to be looking up, 
something happens and relations slide 
downhill again, a Sarawak government of- 
ficial said. Taib himself conceded that “we 
have some problems over issues from time 
to time, which you find in any federation.” 

These issues include immigration, the 
sharing of oil revenue, development-fund 
allocations and airline flights to help boost 
Sarawak’s tourist industry. But as for work- 
ing within the federation, “we are now on 
a more solid footing," Та said. 

On the political front, Sarawak politi- 
cians would prefer to have state and federal 
elections held separately so that national is- 
sues do not cloud state concerns. The rul- 
ing Sarawak National Front (SNF) might 
benefit from separate elections because 
they would enable the party to distance it- 
self from the burden of as yet unfulfilled 











under federal purview. | 

State opposition parties might also gain 
from separate elections because, they be~ 
lieve, such elections might give them а bet- 
ter chance at winning seats when compet- 
ing one to one with their rivals in the tripar- 
tite SNF: the dominant Parti Pesaka Bersatu 
Bumiputra (PBB) the Sarawak United 
People's Party and the Sarawak National 
Action Party. 

Already the Persatuan Rakyat Malaysia 
Sarawak (Permas), the Malay-Melanau 
splinter group which broke away from the 
PBB in 1987, has met for preliminary talks 
with the predominantly Chinese opposi- 
tion Democratic Action Party (DAP), the 
main opposition. party at national level, 
with 24 seats in parliament. 


group-based Parti Bansa Dayak 
Sarawak (PBDS), is even more om 
timistic now, having done its ground « 
in the three intervening years. The rows 
alone won 15 of 48 state seats in 1987, with 
Permas throwing in an additional five. 
Today, PBDS party president Datuk Leo 
Moggie is the federal works minister, re- 
sponsible for building the roads for which 


Pec: ally in 1987, the Iban ethnic 
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? Chaovalit holds back from overt leadership challenge 
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uperstition plays an important part i in 
"B the daily lives of many Thais, but in 
JJJ recent weeks senior military and poli- 
tical figures have been particularly assidu- 
ous in consulting fortune tellers. The main 
question asked of the oracles is: how long 
vill the current government last, and who 
I be the players in any new line-up? 
The question is a central one in Thai po- 
tical circles as scenarios, fuelled by 
mours, can change daily. The image has 
een conjured up of Prime Minister 
“hatichai Choonhavan'/s administration, 
esieged by corruption scandals and 
nounting labour problems, forced to carry 
ut at the least major surgery in the cabinet 
nd at the most an eventual dissolution of 
arliament and a general election. 
However, this view of the political situ- 
tion may well prove to be more myth than 
eality. Chatichai is undoubtedly having to 
r gage in some elegant political footwork, 



















Оп the defensive 


among its six coalition parties, enough of 
the essential ingredients of a popularly 
elected government presiding over a boom- 
ing economy remain to indicate Chatichai 
will continue to run the country for the 
foreseeable future. 

The one figure capable of upsetting this 
comfortable notion is army commander 
Gen. Chaovalit Yongchaiyut. In most politi- 
cal circles he is seen as perhaps the only 
visible personality who could challenge 
Chatichai for the premiership. But the gen- 
eral, who is still expected to keep his prom- 
ise to retire early and stand down in April, 
will by no means have an easy ride to the 
top of a civilian administration. 

Some political sources say Chaovalit 
should be regarded more as an individual 
with political ambitions, than a general 
who can use his powerful position as army 
chief as a stepping-stone to the premier- 


ship. Over the past two months Chatichai 


appears to have outmanoeuvred Chaovalit, 


_. first makin Ба public offer to him to join his 
anning the government more on an ad - 
ос basis than following any considered | 
ong tem че But epee differen es. 


cabinet -- which Chaovalit politely de- 


dined — and then making cryptic com- clas: mates, 
ments apparently referring to machinations. .Gen. - Sunth 


among certain military elements to under- 
mine the civilian political leadership. | 
The latter reference put Chaovalit on the 
defensive. Speaking to reporters on 16 Feb- 
ruary, the general said that if the prime 
minister was asking people to choose be- 
tween democracy and the military, the 
armed forces were pledged to defend 
democracy "with their blood and life." 
Senior army officers such as Chaovalit 
tend to be sensitive to references to the 
army's previous role as a guardian of the. 
country's polity, moving in forcibly if it felt. 
the need. Those days are gone, the ті”, 
leadership says. ves 


haovalit also appears to be in a tight 
C personal situation. His deputy army- 
commander, Gen. Suchinda Krap- 
rayoon, and his key Chulachomklao Mili- 
tary Acadamy Class Five colleagues report- 
edly expect their army boss to take early re- 
tirement to allow them to secure the army 
leadership. But other senior army circles — 
perhaps backed by Chatichai — seek alter- 
natives, | 
After Chaovalit made a recent public re- 
mark confirming that he wanted Suchinda 
to. succeed him, a rumour was leaked to 
the “press. that Chaovalit's S Class Е 
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stabbing its frie adk, ш Taib said of 
his former allies 

The Iban aw in Sarawak cannot 
be equated wil bah’s ethnic Kadazan 


uprising in 1985, when the Parti Bersatu 
"Sabah. swept. into office against all odds. 
One may gain inspiration from the other, 
but there is a distinct difference in tenor 
"when Kadazans speak of their ethnic rights 
апа Ibans speak of their claims as 
Sarawak's majority race. 

. The difference lies in the numbers. 
While the Kadazans can win enough seats 
+ by themselves to form a government, the 
_Tbans cannot. “Here, everyone needs each 
oon," the DAP’s Sim Kwang Yang said. 
ly Sarawak people аге, in any case, of 
“mixed parentage. 

Kuching is.an interesting study of 
.Malay-Chinese rivalry and political prag- 
< maticism. А city of 300,000 people covering 
E 69 km? along the placid Sarawak River, the 


| like to take a crack at the top army post. 

If Chaovalit does retire in April he could 
take up Chatichai's offer to join his cabinet, 
perhaps as a member of the prime minis- 
ter's dominant Chart Thai Party, while bid- 
ing his time to develop his own party. The 
new party could only attract MPs among 
the existing parties if Chatichai calls an elec- 
tion, as the constitution does not allow MPs 
to change parties unless they resign from 
parliament. Or Chaovalit could form his 
own party first in the hope that the govern- 
ment's problems build up to such an extent 

..*^7* the prime minister is forced to dissolve 

ament and hold an election. 

^ Chatichai has frequently said he does 

© not plan a snap election. That may well be 
true as he continues to try and defuse poli- 

tical problems on a piecemeal basis, hoping 
to avoid any major challenge. One recent 
example was a logging scandal embroiling 

. Agriculture Minister Sanan Kachornpras- 

г art; secretary-general of the coalition Demo- 
е ста{ Party. 

. The prime minister was quoted in the 
Thai press as agreeing to allow live televi- 
. sion coverage of an investigation into the al- 

 leged logging scandal by the House of 

` Representatives’ economic affairs commit- 

- tee. But after Sanan, backed by his senior 
. Democrat colleagues, objected to the tele- 

`. vising of the hearing and said he would not 

appear before the committee, Chatichai 
` said he had never agreed to televise the ses- 

_ sion. 
cr Until that time, , many politcal observers 
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Melanau mayor was appointed to Kuching 
North, encompassing its business district 
and government offices, and a Chinese 
mayor to Kuching South, the Chinese quar- 
ter. Ostensibly, both sides are happy with 
the arrangement. 

Meanwhile, jealousy festers between 
the Malays and their Melanau cousins, 
who together dominate Sarawak politics 
and are making inroads into its commercial 
activities as well. Taib, his protege Effendi 
Nawawi, the powerful head of Sarawak 
Economic Development Corp., and many 


of the leaders of Sarawak’s business com- |. 


munity are Melanau — despite the fact 
that the Melanau form only 5% of the 
population compared to the Malays’ 
20%. 

Just how far the Malay-Melanau rivalry 
— the newest factor in Sarawak’s political 
equation — will affect future elections re- 
mains to be seen. Such is the Malay resent- 


| capital was accorded city status in 1988. | - 
and, at the same time, divided in two. A | 


—— PR 
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ment of Melanau supremacy that several | 


Sarawak Malays still feel, with a tortuous 
twist of logic, that the split between Taib 
and his uncle and predecessor, Permas pre- 
sident Tun Abdul Rahman Yaacob, is all a 
wayang kulit, or shadow play, to keep the 
Melanau in power. E 





believed Chatichai wanted the Democrats, 
with their 48 parliamentary seats, to leave 
the coalition and be replaced by Samak's 
Prachakorn Thai Party, with its 31 seats. 
This would free the Democrats’ 10 ministe- 
ral posts in the 44-man cabinet, which 
would be filled by both Prachakorn Thai 


leaders and others in Chatichai’s party. | 
Such a cabinet reshuffle may well still be in | 


e 





the offing, but given the Democrat's an- | 


nounced resolve to stay with the coalition, | 


Chatichai would have to somehow force | 


the party out rather than allow it to with- 
draw voluntarily. 

On top of a growing chorus of opposi- 
tion charges of government corruption, 


Chatichai's administration is also grappling | 
with labour unrest sparked by the govern- | 
ment's privatisation programme and the | 
minimum wage. Government negotiators | 


have so far failed to reach a compromise 
with powerful state enterprise unions, 
which are becoming more militant in their 
demands for àn end to privatisation plans. 
Meanwhile, 


demand for an increase in minimum daily 
wage from Baht 78 (US$3) to Baht 95. 


Chatichai has intimated that he sym- | 


pathises with the workers’ demands and, 


in his true "no problem" style, may well | 


back down to a certain extent as each la- 


bour front comes to a head. "He is very un- 


predictable," one political analyst com- 


mented — one reason the fortune tellers | - 
are particularly busy at the moment. m | 





private sector unions are | 
threatening industrial action to back their | 
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2,100 “subsist bers | 
to the Far Eastern - 
Economic Review . 
assisted us by com- - 
pleting a confiden- 
tial survey of Asian. 
countries and multi- _ 
national companies _ 
active in the region. _ 
As a result, a total - 
of HK$15,000 will © 
be contributed at |. 
their. request to |. 
the United Nations | 
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for Refugees, the 
World Wide Fund |. 
for Nature, and the |- 
International Union 
Against Cancer. 
Thank you for 
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By James Cladi in Kathmandu 


he start of a new decade marks a 

watershed in Nepal, where domes- 
tic and external pressures are put- 
ting King Birendra's traditionalist Hindu 
monarchy under strain. Much hangs on the 
king’s quick resolution of both the violent 
street agitations in the country and India's 
trade blockade. 

The pro-democracy agitations led by the 
banned Nepali Congress party had been in 
the making for some time. But even before 
the agitations were launched last month, 
authorities arrested its leaders. As the 
demonstrations spread across the country, 
politicians were joined by students, lawyers, 
doctors and other professionals. Several 
newspapers critical of the government were 
closed down and reports of police brutality 
emerged, resulting in protests by human- 
rights groups and influential foreign politi- 
cans. Thus the government had to cope 
with domestic unrest as well as the prob- 
lems with India. 

These challenges come after 40 years 
of the royal family's restoration to power. 
This year also marks a four-decade span 
of treaties with 
India — peace and 
friendship, transit 
and trade — which 
most Nepalese re- 
gard as restric- 
tive and paternalis- 
tic like the earlier 
pacts imposed on them by British India. 

In the eyes of palace advisers these 
treaties confirm India’s special status in 
Nepal. Under the friendship accord, the 
nationals of one country can reside and 
work in the other. It also obliges the two 
“not to employ any foreigners whose ac- 
tivities may be prejudicial to the security 
of another" — in other words, no Chinese. 
It requires Nepal to give first preference 
to Indians when developing the kingdom's 
natural resources. 

Periodically, the Nepalese have tried to 
assert more independence, mainly by play- 
ing the China card. The present king's 
father went to Peking in 1961 where he set- 
tled his boundary with China and won 
Chinese help to build a road from Tibet to 
Kathmandu. The Chinese told him: "If any 
foreign forces attack Nepal, the Chinese 
people will stand on your side." Two 


‘dispute: 25. 


weeks later, Chinese troops attacked Indian 


border positions. New Delhi has not forgót- 


On omer pages | 


Friends j in high Tum 24. GDP 
set to slump i in wake of transit | 





This long-term desire to move away 
from what the Nepalese see as Indian tutel- 
age meshes with a current economic crisis. 


| Ву a 1950 trade and transit treaty, redrafted 


in 1960 and split into two agreements. in 
1978, India allows landlocked Nepal a win- 
dow to the world through southern trade 
transit points. 

Last renewed in. 1983, New Delhi de- 
cided to let both treaties lapse on 23 March 
last year, to force Birendra’s government to 
reinstate various trade concessions, The 
economic crisis which followed has tested 
Nepal's fragile economy to the limit, help- 
ing also to heighten discontent in the 
rapidly urbanising kingdom with grow 
numbers of educated but unemploy ... 
young people. 

India figures in Nepal's domestic politics 
in other ways. "India's active and signi- 
ficant role in the restoration of the monar- 
chy," as Indian analyst 5. D. Muni puts it, 
has resulted in New Delhi feeling a paternal 
sense for the kingdom's welfare. In 1950, a 
newly independent India helped evict the 
Ranas from power in Kathmandu; this 
group had formed. a. hereditary prime 
ministership to run the country for more 
than a century. 
India's forcefulness 
restored the current 
king’s grandfather 
to power and ended 
Nepalese isolation 
from the rest of the 
world. 

But when King Mahendra, the pre-... 
sent king's father, dismissed an elected 
Nepali Congress government 10 years ] ; 
and closed down the national assempty, 
India sided with the ousted politicians. . 
These ageing oppositionists have held New 
Delhi's sympathies ever since even though, - 
in Nepal's partyless panchayat system of | 
indirectly elected assemblies, the мери. Я 
Congress does not formally exist. 

On 18 January, the Nepali Congress 
began a three-day conference in Kath- 
mandu. Observers came from Britain, the 
US and India. Since then, and with a speed 
surprising the old leadership, a confron- 
tationist momentum has gathered. steam. 
The Nepali ‘Congress. now allies itself 


: with most- of Nepals- тшше соте . 
munists. | 2n 


Although: | nes of bombings occurred. 
in 1985, he present movement г poses: 








tion. Yet the current opposi- 
tion demands for free, mul- 
tiparty elections strike a re- 
sponsive chord, in and outside 


“the use of violence in put- 
ting down protests,” and 
urged the Nepalese “to avoid 
excess force in maintaining 
order.” It reminded Nepal of 
US support “for human rights 
and for freedom of expres- 
sion.” 

In a week of violent demon- 
strations which have spread to 
smaller towns since 18 Feb- 
ruary, at least 10 people have 
been killed and several hun- 
dred arrested. Police stations 
have been attacked, buses 
stoned and business shutdowns enforced 
in defiance of government orders. 

he government says the panchayat 
L,..m, created in 1963, allows full partici- 
pation at village, town, district and national 
levels. The system's defenders say enough 
politicking occurs within the panchayats. 
Yet each panchayat is only indirectly 
elected by the tier beneath it, and the sys- 
tem thus falls short of normal participatory 
criteria. In. truth, the panchayats mask а 
system of control in which the powerful 
palace secretariat runs a type of parallel ad- 
ministration alongside the formal ministe- 
rial government. 

Meanwhile, Indian Prime Minister V. P. 
Singh's new government, beset by more 
pressing domestic problems, seems willing 
to back away from a rupture with Nepal. 
The king may therefore be able to solve his 
external problems sooner than his domestic 
ones, assuming that New Delhi does not 
have second thoughts. Singh had promised 
to normalise ties with Nepal during the 
campaign for the Indian general election 
| | November. The king knows many key 
munisters in the new Indian Government. 
On 22 February, wide-ranging talks be- 
tween the two sides concluded on an op- 
timistic note. 

Yet beyond the immediate issues, what 
longer terms problems confront Nepal? Try 
as it might, Nepal cannot escape the Indian 
embrace. As the hill economy becomes in- 
creasingly precarious and the Terai lowland 
adjacent to India is exploited, the depen- 
dence on India could increase. Beyond that, 
the dynamic of modernisation is at work, 
fuelling consumer and employment hopes 
of an educated but often underemployed 
urban generation now demanding political 
change. This new temperament grafts itself 
uneasily on a hierarchic caste system and 
an authoritative monarchic rule. 

But if expectations are changing, the 
economic basis of the country seems fated 
for further dependency, if not upon In- 
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Congress leaders under arrest in Kathmandu. 


dia then upon the seductive charms of tour- 
ism. Nepal has targeted 1 million tourist 
arrivals for the 1990s, in contrast to 1.5 mil- 
lion visitors to all of India. And already 
there is an outcry against the ugly social 
and environmental fallout of large-scale 
tourism. 

Scarcity of available raw materials and 
infrastructure also limit industrialisation. 
Most of the capital, outside the tourist in- 
dustry, comes from Indians who also man- 
age businesses in the eastern Terai region. 
The government wants to promote high- 
value exports, especially out of the new ex- 
port processing zone near Kathmandu air- 


= port. The country's best long- 


standing plans to harness the 
vast potential of Koshi and 
Gandak rivers for power gen- 
eration. But here too, the only 
customer for electricity is India. 

Trained manpower poses 
another problem. Nepal's stu- 
dents still appear bound by 
old-style prestige in their 
choice of education. A 1987 
survey of tertiary education 
showed that 3,941 students 
were studying law, while 
another 15,291 were opting for 
degrees in humanities and so- 
dal sciences. Only 364 stu- 
dents were enrolled for fores- 
try courses and no post- 
graduate degrees in forestry 
had been awarded in the coun- 
try, a sorry indictment in a country where 
deforestration is a criticial problem. 

But all these seem remote issues by 
comparison to today's heady mix of pro- 
democracy agitation and nationalism of an 
older pedigree. On India's policies towards 
Nepal in the 1950s, Muni wrote: "The high- 
handed behaviour of some Indians in 
Nepal, as also some lapses in the conduct 
of India's policy, had ruffled so many feel- 
ings in the kingdom . . . that Nepali 
nationalism became equated with anti-In- 
dianism." Beneath the surface turbulence, 
and despite the passage of 40 vears, the 
same phenomenon is still at work today. m 





NEPAL 2 


Kathmandu's options limited by its big neighbours 


Pawn in the game 


wo centuries ago a Nepalese king 
said his country sat between China 
and India like a “yam between two 
rocks.” Since March last year, a new abra- 
sion with one of these boulders has worn 
down Nepal's economy and exacerbated 
domestic political tension. 

India's quasi-blockade of Nepal results 
from closure of all but two transit points 
along its 885-km border with Nepal. The 
move followed a breakdown in talks during 
1988 to extend and modify two crucial 
treaties, one giving Nepalese goods prefe- 
rential access to India and another guaran- 
teeing Nepal's transit rights to third coun- 
tries. 

India's action, while strictly justified as 
a sovereign measure, has brought added 
hardship to a people who, even in the best 
of times, lead spartan lives. Eleventh on a 
UN list of 15 impoverished landlocked 
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countries, Nepal's per capita GDP hovers at 
US$160 a year, on par with Ethiopia or 
Bangladesh. 

About 93% its 18.5 million people toil on 
2.2 million smallholdings which, according 
to the last agricultural census, averaged just 
over a hectare. The country has the lowest 
fertiliser usage of any South Asian nation. 
Alpine erosion is becoming horrific as the 
population, now growing at 2.7% a year, 
spurts towards 25 million by the beginning 
of the new century. 

This picture makes a stark contrast to 
the idyllic, tourist notions of a Shangri 
La, with its towering Himalayan peaks. 
It is also “misleading,” says one foreign 
specialist, “to envisage [Nepal] as an iso- 
lated and archaic pre-capitalist economy.” 
The country depends heavily on tourism 
earnings, On agrarian exports to India and 
on remittances from as many as 4 million 


term hope is to revive long- - 
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Nepalese working in India, including 
Gurkha soldiers in the Indian army. 

Nepal has 16 trade agreements with 
other countries but just two transit agree- 
ments, with Bangladesh and India. Indian 
diplomats say theirs is "probably the best 
transit arrangement in the world" and, on 
paper, they are probably right. Products 
with an 80% Nepalese local content enter 
India dutv-free. 

But this degree of dependency rankles. 
Even before the trade and transit impasse, 
the Nepalese had experienced periodic 
frustrations with India. India helped 
usher in the return of the present 
monarchy in 1950. A treaty dating 
from that year promises equal treat- 
ment by both to each other's nation- 
als. 

Rows over transit have erupted 
in the past; in 1971 the Indians held 
back fuel supplies. Nepal became 
more uneasy as India's military 
spending soared in the 1980s. They 
have always feared "Sikkimisation, " 
a reference to India's incorporation 
of that small Himalayan kingdom in 
the early 1970s. New Delhi's inter- 
vention in Sri Lanka and the Mal- 
dives in recent years has been 
watched uneasily. 

Each side offers complicated exp- 
lanations for the events leading to 
the most recent rupture in relations. 
The Indians place much store in а 
point-by-point dissection of the negotia- 
tions. This legalistic approach contrasts 
sharply to the Nepalese, who put the dis- 
pute in à wider context. 

The Indian argument has been too eas- 
ily dismissed in the international press; 
there seems little doubt that Nepal played а 
version of brinksmanship during 1988, re- 
voking existing concessions to Indian pro- 
ducts and promising, without result, to 
reinstate them just when they were 


lowering tariff barriers to the Chinese. 
New Delhi's leaders felt it was time to 
rein in the Nepalese, whose manoeuvring 
for more equidistance between the two 
"rocks" was becoming intolerable. New 
Delhi was particularly displeased by Ne- 
раѓѕ unannounced purchase three years 
ago of four batteries of Chinese anti-aircraft 
guns. The unannounced purchase came 
into Nepal down the single, badly main- 
tained road linking Kathmandu to Tibet. 
Although the current quarrel has its an- 
tecedents, the crisis beginning in March 





* King Birendra and Li play cards. 


1989 has no past parallel. The Indians be- 
haved amicably at official talks in New 
Delhi trom 20-22 February, though foreign 
secretary S. K. Singh gently warned the 
Nepalese delegation to refrain from further 
"tricks and hypocrisy" in future dealings. 
Whatever the form and pace of normali- 
sation, it marks just one more move in a 
chess game of Himalayan stakes, a game 
the Indians have played as much as the 
British Raj before them  vis-a-vis the 


Chinese. And the fundamentals of geo- 
graphy will not change; Nepal remains 
‘India-locked.’ Pilferage on Indian railways 
lifts Nepalese export costs. The transit be- 
tween the port of Calcutta and the Ne- 
palese border takes six weeks. One 1983 
survey showed transit costs consuming 8% 
of Nepal's GDP. 

The dispute has shown Nepal the weak- 
ness of its “China card,” despite Foreign 
Minister Shailendra Kumar Upadhyaya’s 
statement last May that Nepal would 
“open its windows to the north.” Chinese 

Prime Minister Li Peng's visit last 
4 October brought little tangible gain; 

fundamentally the Chinese do not 

want, at a time of diplomatic isola- 

tion, to jeopardise their recently im- 

proving ties with India. However, Li 

did promise to help with prelimi- 

nary feasibility studies for a second 

road to Tibet and an oil pipeline. 

In riposte to India's anxieties 
about a second road to Tibet, Up- 
adhyaya quoted to the REVIEW 
vourite line from King Birer...... 
“Communism doesn’t travel by 
taxi." Upadhyaya also said he sees a 
middle-way equal treatment of na- 
tionals resulting in relaxing restric- 
tions on employment of Indians but 
maintaining rules inhibiting Indian 
settlement. 

Upadhyaya hopes India will 
quietly reopen three or four points 

along the frontier. He wants India to com- 
plete a road and a key bridge in the western 
part of Nepal's lowland area, known as the 
Terai. A row blew up in 1987 when the 
financiers of the road, the World Bank 
and a Saudi development fund, chose 
Chinese contractors. New Delhi stepped in, 
offered to do the job on a grant basis, and is 
now а year behind schedule. Even in the 
best of times the rock will still chafe the 
yam. п James Clad 





Friends in high places 


In popular Indian newspapers, the road from Kathmandu to 
Tibet looms like a superhighway. Even sober reports sometimes 
suggest that the Chinese, at any time, could flood down this 
north-south route into the Subcontinent. 

A journey on the 1960s era Chinese "friendship highway" 
up to China's border quickly dispels this notion, however. Only 
desultory traffic moves along the eroding, unsealed track which 
twists through treeless hills in constant peril of sudden land- 
slides or washouts. If this route ever becomes Nepal's principal 
lifeline, it will wear out in a few days. 

In any practical sense Nepal's "China card" looks unplay- 
able. Shanghai lies 5,500 km from here while India's closest 
port, Calcutta, is just 900 km away, mostly over flat land. 
China's nearest railhead to Nepal remains 1,500 km awav; by 
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contrast, India's railway transshipment point at Birganj sits 
rights on the border. 

Against Nepal's business, religious, trading and cultural 
links with India, such arrangements as grazing agreements for 
Tibetan livestock seem insignificant. Sino-Nepal trade agree- 
ments, signed in 1966, have brought little trade expansion. In a 
topographical, social, trading and linguistic sense, Nepal's back 
remains turned against China. 

If China and India stood alone in Nepal's calculations the 
outcome would be obvious. Yet Kathmandu has other cards in 
its hand: it gains resources and diplomatic leverage from a sur- 
prisingly strong constituency of rich, faraway countries with no 
direct stake in Nepal and every reason to curry New Delhi's 
favour. 

This sympathy results from various sentiments which the 
Nepalese are quick to exploit. Some of it comes from distaste at 
an apparent, David-and-Goliath mismatch. Instinctive good will 
also surfaces in Europe and the US for this much-visited, much- 
trekked Himalayan kingdom. 
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“Before the crisis is Nepal 5 GDP was grow- 
Фын ing at 5.7% annually. But a recent World 
- Bank circular to aid donors said that, in the 
- absence of a settlement of the trade-transit 
impasse, GDP may contract by 2% in the fi- 
nancial year ending 15 July 1990. 

“Inan intimate economic relationship 
` such as we have with India, the border clo- 
sure measures have been а great shock," Fi- 

е Minister Bharat Bahadur Pradhan 

the Review. Nepal has had a “very 
hard time adjusting,” he said. "It [the crisis] 
has һай a devasting effect.” 

Annual retail inflation in the Kath- 
mandu valley has risen to 25% and to over 
. 15% in smaller towns. Rather than a once- 
сов inflationary kick, the border closures 
. and cessation of Indian fuel deliveries have 
resulted in a type of compounded, continu- 
ing inflation. 

Within three months of the crisis, for- 
eign exchange reserves dropped from six- 
and-a-half months' import cover to under 
four months. Since the crisis began tourism 
by Indian nationals has fallen by over a 
quarter. Reduced export earnings have 
weakened public finances, especially state 
enterprises. The crisis has put new pres- 
sure on a none-too-strong banking system 
and has caused considerable investment 
uncertainty, with most projects "on hold." 


` GDP set to slump t in wake of transit dispute 


ig for breath 


The Nepalese business community does 
not believe that the government will aban- 
don, for the sake of national independence, 
its pre-existing preferential trade arrange- 
ments with India. Investors expect a retum 
to something like the status quo ante; until 
then they are holding back from new com- 
mitments, especially with domestic politics 
on the boil as well. 

For all that Nepal has managed to avoid 
widespread closure of industries. Foreign 
advisers say far less distress lending and 
capital flight occurred than had first been 
feared after India allowed the trade and 
transit agreements to lapse on 23 March 
1989. Offsetting these reversals, Nepal ex- 
perienced ап 1875 increase in the number 
of non-Indian tourist arrivals. The weather 
has also been kind to agriculture. 

Although informal agricultural and 
cheap consumer goods trade continues at 
the Indian frontier, Nepal's overall trade 
dependency on India has slipped since the 
crisis, to below 50%. (It stood at about 90% 
in the 1950s.) 

Still, many small exporters have suf- 
fered badly. Exports of forest, herbal and 
grass products to India have plummeted, 
while rice exports reaching half a million 
tonnes before the crisis have dropped to an 
annualised 60,000 tonnes. The US has be- 
come Nepal's largest export destination, re- 
ceiving well over 40% by value of exports, 
followed bv the EC. Cotton garments, 
woollen carpets and hides and skins com- 
prise the most important exports. 

The border closures have not worked 
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In the middle of its crisis Nepal. со 
tinues to comply with a structural adjt 
ment loan (SAL) programme agreed w 
the IMF and World Bank. The SAL was bro- 
ken into three tranches after March 1989; . 
the bank approved the second tranche 
29 June last year and is finalising a k 
aimed at easing petroleum purchases. Dur- 
ing the crisis the government has managed 
to reduce deficit as a percentage of GDP, 
notwithstanding the drop in revenues. Op- 
erational spending is being tightly reined 
in. Yet the bank is concerned most of all _ 
with Nepal's implementation of a medium- _ 
term financial sector reform plan. v 

А more delicate problem is the influence 
of various royal cronies in the economy. - 
Student demonstrators claim that some _ 
members of the royal family have profited 
from the trade crisis by taking monopoly 
control of import licences. Royal friends still 
exert a strong hold over some public ente _ 
prises. Royal relations are also prominent. 
in the still-booming tourism business. Th 
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t ANepats pre-existing trading. arrange- 

its ith India can be regained, what are 
dium-term prospects? “There is,” 

ays, “no equivalent i in all the world 

Nepalese economy.’ 

Vost commercial activity is controlled 

ndians. Even the “Nepalese” rug trade 

longs to immigrant Tibetans. Earlier "in- 

genisation” policies have tried to force 

Indians to take Nepalese citizenship or 

get out of trade altogether, with mixed 


v. Nepal's skill base is pitifully narrow. 
| Nepal's industries are small, mostly em- 
.. ploying under a thousand workers. The old 
_ skills are going as imports obliterate old 
trades. Indian-made, mass consumer 
_ goods have wiped out indigenous crafts- 
_ men, such as metal utensil and pot- 
_ makers, tailors and leather workers. “This 
 . net ‘de-skilling’ of Nepal may well have 
| gone so far as to leave even a residual, 
^. tourist-oriented handicraft industry beyond 
. local talents," says Peter Slaike, a British 
(e economist. 

Even with resumed markets in India, 
eroding hillsides are reducing the hill areas’ 
.. ability to supply agricultural products. 
_. Nepalese forest management is lamentable 
|. in contrast to India's or Bhutan’s. 


ДА Ithough roads totalling 5,270, km 
pe А now reach isolated areas, this coun- 
E try of 174181 km? will remain 
economically fragmented for many years to 
соте. “The gulf between the Kathmandu 
` valley and the subsistence economies of the 
hill areas [resembles] the gulf between de- 
. eloped and the underdeveloped coun- 
.. tres," say Nepalese economists P. 5. Rana 
.. and К. P. Malla. 

. v. The greatest potential lies in hydroelec- 
tric development of Nepal's 6,000 rivers, 

. which could provide an extraordinary 
. 83,000 MW. Only 0.64% of that potential is 
. now hamassed. Foreign consultants say 
25,000 MW are easily exploitable if and 
- when India and Nepal reach some agree- 
ment on pricing. 

<- Indian Energy Minister Arif Khan tells 
he Nepalese that he wants to proceed with 
ong-delayed plans to dam the Karnali 
iver. Kathmandu has heard this all before: 

oricing plans for Karnali power have been 
ck in the Indian bureaucracy for over a 
lecade. Still, India is increasingly hobbled 
its shortage of electricity while Nepal's 

maining forest cover will vanish unless al- 
rnatives to forest fuel (which still supplies 
% of fuel needs) can be found. 

In the foreseeable future, however, 
pal remains hostage to India’s inward- 
ooking manufacturing. policies. New Delhi 



































spicion, fearful that Nepal will become 
sack door for multinationals to India's 
estic сею. E James Clad 
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Civilians are caught Bei du and go government 





Cebu City 


or more than two years, 25 men from 
F small, war-torn villages in Leyte pro- 

vince have waited in prison while a 
court decides whether they are communist 
rebels or civilian victims of anti-communist 
vigilantes. Their case is one of symbolic im- 
portance in the Philippines, where the de- 
bate over human rights has grown ac- 
rimonious. 

Military and police authorities use the 
Leyte detainees to advance their theory that 
such alleged victims of abuse are often com- 
munists in disguise — a view based partly 
on the refusal of local human-rights groups 
to probe alleged rebel atrocities. For their 
part, the groups paint the detainees as mar- 
tyrs whose double victimisation, at the 
hands of the vigilantes and also the state, 
proves that human rights are even less re- 
spected under President Corazon Aquino 
than during the dictatorship of the late pre- 
sident Ferdinand Marcos. 

The detainees stand charged with rebel- 
lion, which carries a maximum penalty of 
12 years imprisonment. In November 
1989, after analysing prosecution evidence, 
Amnesty International, the 
London-based human-rights 
group, cited the detainees as 
"prisoners of conscience," 
held for the non-violent ex- 
pression of their beliefs. The 
citation was a rebuke to 
Aquino, who began her 
term as president in 1986 
with the symbolic release of 
all political prisoners. 

But for residents of La 
Paz, Leyte province — from 
where most of the detainees 
come — the prisoners' iden- 
tities are far from clear-cut. 
They recall a few of the de- 
tainees as being rebels, a few 
as rebel sympathisers, some 
as "legal Left" activists committed to peace- 
ful change and others simply as civilians 
seeking justice for loved ones caught up in 
the struggle. 

The Leyte case illustrates how blurred 
such distinctions have become in a country 


traumatised by the insurgency and counter- 


insurgency. Impartial investigation of 
human-rights violations has been lost in the 
bickering over which side has committed 
more of them, And as both the Right and 
Left exploit the human-rights issue for poli- 





Abuya: no evidence. — 


tical gain, many lives are being caught in 
the middle. 

The story of the 25 detainees began un- 
folding in 1986, after the communist New 
People’s Army (NPA) had infiltrated much 
of northeastern Leyte, including the 
municipalities and outlying districts of La 
Paz and MacArthur. - 

La Paz Mayor Constantino Vivero says 
44 school teachers in his area abandoned 
their posts for fear of the rebels. The mili- 
tary could not enter places such as Luneta 
district, close to the mountains and 9 km 
from La Paz proper. District officials and 
other residents mysteriously disappeared 
~~ some were found dead, some n 
found at all. Small landowners and ol 
fed up with the NPA's weekly collection of 
money and rice comprised an initial wave 
of evacuees. 

In 1987, anti-communist civilian groups 
began gaining the upper hand. In one dis- 
trict, relatives of several alleged NPA victims 
sought revenge by copying Alsa Masa, a 
widely publicised Davao vigilante group. 
Their efforts were bolstered by La Paz po- 
lice chief Angelo Marcos, who began or- 
ganising his own anticommunist team 


after his son, a member of the paramilitary 


Civilian Home Defence 
Force, was gunned down in 
March in the town market. 
By most accounts, the 
Alsa Masa and its brother 
organisation, Puerza Masa, 
set up checkpoints and ex- 
torted money from villagers 
and strictly limited their 
food purchases to pre 
them from slipping өз... 
supplies to the rebels. 
Sources in La Paz and in the 
provincial capital of Tado- 
ban say these groups also 
threatened and killed people 
they believed to be rebels or 





suspect list were members 





of sectoral grassroots organisations and 
those connected with Partido ng Bayan, a 
legal political party branded as a com- 
munist front by military officials nation- 
wide. 

When the Partido ng Bayan drew. 


strong support in the May 1987 con- 
gressional 


elections, the anti-commu- 
nist crackdown intensified апа а second 
wave of people abandoned their homes. 
"Some of them were evacuees апа 
some of them were ly. communi 
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Luneta district captain Narciso Jecto said. 

Many went to Manila, where friends 
and relatives had earlier found jobs and 
anonymity. With the help of a Manila 
human-rights group, some Leyte families 
found shelter at the Polytechnic University 
of the Philippines (PUP). The Leyte refugees 
burst into the limelight in October 1987, 
when the press generated widespread 
sympathy for their plight under vigilante 
terror. As the news spread, the PUP dormit- 
ory population swelled to about 150 men, 
women and children. 

Some observers detected a sinister hand 
behind the group’s sudden emergence. 
Newspaper columnists aired police and mi- 
litary suspicions that the families’ activities 
were being orchestrated by the NPA to un- 
dermine the legitimate accomplishments of 
anti-communist civilian groups. PUP presi- 
dent Nemesio Prudente, a Marcos-era 
former political detainee, was derided in 
these circles as a "coddler" of com- 
munists. At the time, Manila was 
1 1р from a series of police assas- 
* ions blamed on the NPA. 

On 1 November, two days before 
the group was set to testify at a 
Philippine Senate human-rights 
hearing, members of the Western 
Police District — then headed by 
Gen. Alfredo Lim — raided PUP 
and arrested 39 people from Leyte. 
Police informers had reportedly seen 
NPA “hitmen” escape in PUP’s 
direction, but Lim’s men had no 
arrest warrants and their search 
warrant would later be voided by 
the Supreme Court. On 3 Novem- 
ber, police released the Leyte 
suspects for lack of evidence, ex- 
cept for Concordio Orion, whom 
MacArthur police identified as an NPA 
rebel. 


| | Ywo days later, however, police re- 

turned to PUP and re-arrested 24 

men and a woman (the woman was 
released on bail in September 1989). 
Twenty-one of them belonged either to 
the Leyte alliance of farmers (Apil), Partido 
ng Bayan or to broad-based political 
groups considered to be "legal Left." 
Three others from Leyte were seized by 
police оп the Supreme Court grounds 
but were later released without being 
charged. 

The arrests of these people — and their 
subsequent two-year imprisonment — 
were apparently triggered by just one man, 
La Paz police chief Marcos. He told the 
Leyte provincial command that they were 
"wanted persons," a message then relayed 
to Manila. Marcos, since transferred to Tac- 
loban, told the REviEW that in 1987, 10 of 
the 26 were already suspects in pending 
cases and that the rest had been training in 
Manila to become NPA hitmen. He added 
that all of the suspects appeared on the 
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Vigilante patrol in La Paz. 


Order of Battle, a Philippines armed forces 
list of NPA regulars. 

Yet La Paz police records and the re- 
gional trial-court docket show that only 
three of those re-arrested had been in- 
volved in pending cases, all of them on 
criminal, not rebellion, charges. During the 
August 1988-February 1989 trial — held in 
Cebu at the request of the detainees, who 
feared for their safety in Leyte — none of 
the 36 prosecution witnesses mentioned 
any NPA training in Manila, nor inclusion of 
any of the defendants' names on the Order 
of Battle. Leyte military officials said the list 
was classified and declined to confirm any 
names. 

The trial did demonstrate that the au- 
thorities lacked much evidence against the 
detainees, even prior to their second arrest. 
The authorities described how they scram- 
bled to build a case, with Philippine Con- 
stabulary Sgt Gregorio Gener testifying that 
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January this year, Abuya learned that his 
wife had tired of waiting for his release and 
deserted him for a vigilante. 

The evidence against the others varies 
enormously, with only one or two witness- 
es testifying against five of the accused and 
23 witnesses against Orion from MacAr- 
thur. 

The state relied heavily on testimony 
from nine men claiming to be reformed re- 
bels — a group vulnerable to pressure from 
the military, which protects them from the 
NPA. One former rebel admitted at the trial 
that he was promised amnesty in return for 
his testimony; another was granted am- 
nesty shortly after Gener arrived to collect 
affidavits. 

The predominance of active participants 
in counter-insurgency also raises questions 
of credibility. Thirteen witnesses were 
either members of Alsa Masa, the military 
or paramilitary, or the police. Three were 

„ ех-сопуісіѕ or faced criminal 

di charges. Much of their evidence was 

is hearsay. Only seven apparently un- 

$ tainted civilian victims of alleged 
NPA abuse testified, and their stories 
generally were uncorroborated. 
Defence lawyers have not yet 
presented any witnesses, hoping 


@ W for a favourable ruling on their 





he was dispatched to Leyte with photo- 
graphs of the accused and ordered to re- 
turn to Manila 24 hours later with affidavits 
against them because a habeas corpus pet- 
ition loomed. Rather than preparing indi- 
vidual sworn statements, Gener said he 
tried to save time by merging various bits of 
evidence offered by the different witnesses 
into one affidavit, which all witnesses then 
signed. 

What appeared on paper as corrobo- 
rated evidence fell apart in the courtroom 
as witness after witness failed to identify 
many of the accused listed above their sig- 
natures. Prosecutor Ireneo Gake said he 
saw “absolutely nothing wrong” with the 
composite nature of the affidavit, but the 
defence argued that “the accused languish 
in jail today . . . because of affidavits so neg- 
ligently compiled by Gener.” 

Even the prosecution has requested the 
release of 23-year-old Ruperto Abuya, 
named by six witnesses but not identified 
by a single one at the trial. It is small conso- 
lation for Abuya, who says he fled to Mani- 
ila in 1987 after watching the Alsa Masa kill 
his father, two brothers and two cousins. In 
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motion for dismissal. But while 

the lives of the detainees hang in the 
* balance, others have already been 

lost. 

In June 1988, as the case heated 
up in the Cebu press, lead defence 
lawyer Alfonso Surigao was mur- 
dered. Surigao, a former Partido ng 
Bayan candidate, is one of six 
human-rights lawyers murdered 
during Aquino's tenure. Surigao's 

killer, a former rebel, was sentenced to life 
imprisonment. In December 1989, the Jus- 
tice Department overruled an earlier deci- 
sion by a Cebu prosecutor and ordered the 
indictment of the alleged mastermind, Maj. 
Rico Palcuto. 

Following Surigao's murder, another 
defence lawyer received threats and fled to 
the US. Other Cebu lawyers have since 
dropped their human-rights cases. 

PUP president Prudente, who shielded 
the Leyte group in Manila, was twice 
ambushed in November 1987 and June 
1988. In the first attack, Prudente and 
his driver were badly wounded and an 
attorney travelling with them was killed. 
Prudente again escaped death in the sec- 
ond attack, but three security men riding 
behind him were killed and five others 
wounded. 

Five policemen from the Western Police 
District are now being tried in connection 
with the second attack. Their boss, Gen. 
Lim, was promoted by Aquino in De- 
cember 1989 to head the National Bureau of 
Investigation. Lim replaced J. Antonio Car- 
pio, a former human-rights lawyer. - 
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THAILAND 


Education policy may stall economic boom 


Must try harder 





By Rodney Tasker in Bangkok 
hailand, with its booming economy, 
{ is seeking to expand and upgrade its 
higher-education system to meet the 
demands of industry and commerce. En- 
gineers, computer scientists, accountants 
and even corporate lawyers are in short 
supply. But some critics of the country’s 
creaky education system say the govern- 
ment should be putting more emphasis on 
tackling the root cause of the problem — 
the huge drop-out rate between the pri- 
mary and secondary levels. 

Thai law requires only six years of com- 
pulsory primary education. Official figures 
show that 64% of Thai children fail to pass 
on to secondary education on leaving pri- 
mary school. Of those who do, only about 
25% eventually reach tertiary schooling. 

A November 1989 report by the Human 
Resources and Social Development Pro- 
gramme and the Thailand Development 
Research Institute (TDRI) highlighted the 
problem. While claiming that Thai «hild- 
ren's attendance at the primary school level 
was almost universal, the report said that 
the comparatively small number who went 
on to secondary school meant that “Thai- 
land now lags behind many other countries 
in this region — this may be an important 
constraint for the future development of 
Thailand." 

Figures produced by the UN Children's 
Fund indicate that Thailand clearly lags be- 
hind such newly industrialised countries 
(NICs) as Singapore and South Korea, fel- 
low aspiring NICs such as Malaysia and 
even the Philippines, in numbers complet- 
ing primary and continuing with secondary 
school education. 

The problem is that despite its manufac- 


| turing-led boom, Thailand is still a largely 


agricultural society. Most of the children 
who drop out after primary school are from 
rural families who want their young to start 
work in the fields at an early age rather 
than enjoy the "luxury" of further educa- 
tion. Urban families in Thailand, as else- 
where in the region, tend to be more edu- 
cation-oriented. 

Even those who pass on to the second- 
ary level are not necessarily ensured a good 
education. Some educationalists complain 
about the low standard of teaching in the 
country. Paichit Uathavikul, president of 
the privately funded TDRI , is particularly 
scathing in his criticism of the abilities of the 
average Thai teacher. "Those with the low- 
est accomplishments go into teacher train- 


ing," he said, adding that money and job 
security were the main draws rather than 
the practice of intellectual capabilities. 
Given the inbred respect for elders and au- 
thority among young Thais, rote learning 
still tends to edge out a more questioning, 
creative attitude towards education, espe- 
cially at the lower level. 

Since World War II, the Thai education 
system has gradually shifted from a British 
model to a US system. That means less 
streaming of students at the higher-second- 
ary level, and four years instead of three for 
a university course. It has also led to more 
US-educated Thai academics entering the 
higher-education teaching profession. For 
instance, Pracob Cooparat, vice-rector of 
Bangkok's prestigious Chulalongkorn Uni- 
versity, estimates that some 80% of his uni- 
versity's lecturers received their higher edu- 
cation in the US. 

Whatever the malaise afflicting the 
country's primary and secondary level edu- 
cation, the government's current preoccu- 
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Engineering students сап name their price. 





pation is centred on the more immediate 
problem of adapting universities and voca- 
tional training schools to produce the en- 
gineers and technicians needed to fuel Thai- 
land's mini-industrial revolution. The object 
is to wean the country off its current depen- 
dency on the foreign technicians whom 
multinational companies feel obliged to im- 
port to service their Thai plants. 

Prime Minister Chatichai Choonhavan 
recently pledged that universities would 
produce more engineers, pay engineering 
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teachers more and promote more research 
and development. Addressing outstanding 
engineering graduates of Chulalongkorn 
University, which has one of the country's 
10 engineering schools, Chatichai said 
fewer than 3,000 engineering graduates 
were produced every year — far short of an 
estimated annual requirement of 10,000. 
There were also only 300-400 engineering 
teachers, he said, when more than 700 
were needed. 

The Thai cabinet approved in January 
four projects proposed by the Education 
Ministry for the Raja Mongkhol Institute of 
Technology to produce more engineers to 
meet the demands of textile, plastics and 
ceramics factories in the eastern seaboard 
industrial zone. The eastern seaboard is 
one of the main focuses of Thailand's in- 
dustrial development. 

Not only engineers but accountants, 
lawyers and those with economics and 
business administration degrees are readily 
soaked up by Thailand's rapidly expanding 
industrial and commerce sectors. 
whole employment situation is very s, _. 
fic to the needs of business and industry 
now," a Thai banker commented. "Gra- 
duates leaving universities with liberal arts 
degrees may have problems finding a well- 
paying private-sector job, but there is no 
unemployment problem among those with 
more business-oriented qualifications." 

Thais, mostly from the wealthier 
families, who have graduated overseas or 
who have polished off their education with 
a foreign doctorate or master's degree, tend 
to have the edge over their counterparts 
with a purely domestic education. This 
applies not only to foreign multinational 
employment, where salaries are generally 
10-2075 more than those offered by purely 
Thai companies, but also to the country's 
civil service. 





major factor here is a facility in the 
English language and, as one 
porate personnel officer said, a ' 

eral worldliness." Those Thais with an 
overseas qualification often hop from com- 
pany to company, with higher salaries in 
the offing, on the basis that they are a val- 
uable commodity. Yet one executive of a 
foreign oil company operating in Thailand, 
who said his company needed a heavy in- 
take of graduates with any type of univer- 
sity degree, commented: "We feel that if 
they are really good locally educated 
graduates, they may be better than those 
with overseas qualifications." 

A total of 65,000 graduates with bache- 
lor's degrees emerged from Thai univer- 
sities in 1986, according to government fig- 
ures. There are no official figures giving a 
break-down of faculties, but a large propor- 
tion of Thai students opt for arts degrees. 
Such qualifications can help graduates se- 
cure entry to civil service, media and 
academic positions which, though not as 
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well-paid as those in business, can place 
them high in Thai political and social cir- 
cles. 

Students at some of Thailand’s more 
prestigious universities, such as Chulalong- 
korn and Thammasat, can also benefit from 
rubbing shoulders with classmates from 
elite families. In a status-conscious society 
like Thailand's, the university classmate 
system is strong, particularly in the civil 
service. 

However, the rigid bureaucratic system 
applied to lecturers in state universities 
does not lend itself to swift adaptation to 
the country's new needs. "It is not easy, be- 
cause of bureaucratic policies, 
to shift resources from, say, 
social sciences to engineer- 
ing etc.,” said Sukhumbhand 
Paribatra, а prominent aca- 
demic who is an associate 
professor of social science at 
Chulalongkorn. 

Salary levels for univer- 

‘ — ecturers were also a prob- 
| Sukhumbhand said. 
His salary was Baht 11,150 
(US$434) per month, with a . 
ceiling of about Baht 20,000 
if he moved up through the 
civil service grades. "Those 
in the private sector with simi- 
lar qualifications сап make 
Baht 50-60,000 à month," he 
said. 

There is, therefore, a brain drain involv- 
ing not only academics going to the private 
sector but also abroad. TDR/s Paichit be- 
lieves the problem is not insurmountable 
and that it is acceptable to allow foreign 
technicians to work in Thailand. 

Paichit saw the orientation of vocational 
training centres as another of the country's 
problems. He said the centres produced 
Thais who were equipped in skills not at- 
tuned to industrial demands. Again, there 
are no official figures to indicate how voca- 
| | students are streamed. Paichit said 
la. industrial companies would prefer to 
take on staff who had not been channelled 
by vocational training centres, so that they 
could teach them more relevant skills. He 
pointed out that many large companies in 
Thailand, both local and foreign, subsidised 
vocational training for their selected staff, 
and some were setting up their own techni- 
cal schools. 

Ministry of University Affairs Perma- 
nent Secretary Wichit Srisa-an admitted 
that the private sector was playing a grow- 
ing role in training Thais to take up the hi- 
tech roles increasingly demanded of them. 
Companies were allowing university stu- 
dents to use their laboratories and work- 
shops, as well as setting up their own 
schools, he said. 

Wichit's ministry, which presides over 
the country's 16 state universities and 25 
private higher-education institutions, has 
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embarked on an aggressive programme to 
try to increase the number of graduates 
educated in skills applicable to Thailand’s 
economic boom. 

For a start, there are plans to build five 
new state universities and one private in- 
stitution. Since 1984, six private institutions 
have been endorsed as universities, and 
many educationalists look at the private 
higher-education sector, with its lack of 
bureaucratic controls, as the main hope for 
Thailand's tertiary education future. A 
pilot scheme to set up the Suranaree Uni- 
versity of Techology in the city of Nakhon 
Ratchasima, just north of Bangkok, fuels 


this trend. The university will teach only 
scientific and technical skills, and its 
teachers will be unencumbered by the 
usual government restrictions on salary 
scales; teachers will be allowed to supple- 
ment their incomes by holding classes off- 
campus. 


$ university lecturers are consi- 


dered government servants and 
therefore restricted in undertaking 
consultant roles outside their universities. 
Professors cannot legally augment their pay 
and thus are easily tempted by offers from 
the private sector. 
“In Thailand, we have yet to have a tra- 
dition where state money can be given to 
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Government support for tertiary rather than secondary students. « 


universities to spend as they like," said 
Somsak Xuto, who heads the government- 
funded National Institute of Development 
Administration, a post-graduate college 
which concentrates on scientific education. 
Despite the restrictions, Somsak said his in- 
stitution — where leading businessmen 
also lectured — had “no employment prob- 
lem” for those leaving to join the private 
sector. 

According to Wichit, the government's 
restrictive system is about to change — at 
least as far as university teachers in science 
faculties are concerned. He told the REVIEW 
that his ministry has prevailed on the gov- 
ernment to introduce mea- 
sures to upgrade tertiary edu- 
cation with a view to produc- 
ing more technically qualified 
graduates, particularly those 
skilled in engineering and pet- 
rochemical science. He said 
that in 1989, the government 
agreed to a three-pronged stra- 
tegy: 
> To expand enrolment in 
existing engineering schools at 
both state universities and pri- 
vate institutions. The plan is to 
encourage two shifts, day and 
evening, in order to increase 
enrolment by up to 1,400 stu- 
dents within the next five 
years. At the moment, the uni- 
versities produce 2,500 en- 
gineering graduates a year, but Wichit 
hopes this will increase to more than 4,000. 
> To encourage universities with strong 
science faculties to establish engineering 
schools. According to Wichit, two univer- 
sities have already done this — Mahidol 
University and the country's most prestigi- 
ous university, Thammasat. This program- 
me is expected to produce a further 200-300 
engineers a year. 
> The planned five more universities will 
concentrate initially on teaching scientific 
subjects, rather than the arts. 

"If you combine these three strategies, 
we expect we can meet the manpower re- 
quirement within five to 10 years," Wichit 
said. He also said there was a scheme to try 
to prevent university lecturers from being 
pirated by the private sector: university 
teachers, starting with those in science 
faculties, would have salary raises of Baht 
2,500 a month. For additional work, over- 
time pay would rise from Baht 100 to Baht 
300 an hour. University lecturers would 
also be allowed to do consulting work out- 
side the campus for one day a week. 

Wichit said the government had also 
agreed to allow private-sector executives to 
teach part-time in universities and be paid 
Baht 25,000 a month. “We are closely in 
touch with the private sector," Wichit said. 
But the question remains whether a quick 
fix at the top really addresses Thailand's 
education shortcomings. ж 
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Traveller’s Tales 


j till on the matter of misunderstand- — Nihonjinron or Japan's uniqueness. Japan's others No experience is an advantage: Can- 5 
“ing Japan, much of it stems from success in marketing its industrial products — didates for several posts should be Fluent 
Japan's own failure to communi- round the world says a very great deal for in written and spoken English or Japanese, 
cate. The Japanese tend to mini- the quality and design of those products, specially consider in Japanese spoken. 











e the problem of understanding — each for many of the Japanese-produced adver- And the staff would find an upwardly 
er, that is. An integral factor of what cer- — tisements for them do not do them justice, | mobile environment — in fact, At Skylark 
tain. Japanese claim is Nihonjinron, or particularly in markets outside Japan — your dream will come true. Or, as the ad- 
japaneseness, is the ability to send and re- апа some are embarrassingly bad. vertisement elaborates: At Skylark, 
ceive messages, especially those concerning everyone can be a businessman. It’s possi- 


feelings, without having to revert to words. Mind you, some of what to foreigners seem ble. No matter what you are at Skylark, it's 
- Various phrases describe this lack of neces- to be the most off-beat marketing moves your chance and hopeful to create a great 
_ sity to express one's honne or inner feelings, turn up trumps. About a year ago, the suc- future. It’s not amazed that our directors 
from ishidenshin or telepathy to haragei or cessful Sanyo Sogo bank, which had grown will come from a staff. 

-. "belly talk." from a provincial into an international busi- 

r ness, announced that it was renaming itself Another bank, a non-tomato, definitely 
|. |. This vaunted capacity to create tacit un- the Tomato Bank. The Tomato Bank? The got it wrong. The Sanwa Bank in Switzer- 
_derstandings, between individuals and fact that the announcement was made on 1 апа sent out a promotional letter last. 
groups, is not unique and the claim is just April led many to suspect that it was an pointing out some of the advantage 

- | as nonsensical as most of the other special elaborate joke. And some of the promotion banking secrecy. BEING SUED IS NO 
. | facilities which are sometimes adduced as that accompanied the move encouraged LAUGHING MATTER one passage began, 
| making up the uniqueness of Nihonjinrón. that belief. Like the tomato, you'll find us pointing out that all a defendant's wealth, 
“Of course, every gaijin knows that in Japan. bright and cheerful, ran the ads in overseas personal savings and investments can end 
it is rude to say "No." Every gaijin should publications. At Tomato Bank, the time is up in a plaintiffs hands. The passage 
also know that when a request is met by ripe now. But it worked. Deposits rose and ended triumphantly: At Sanwa Bank 
Һе answer, “I shall do my best,” he is in the bank is doing very nicely thank you. (Switzerland) Ltd we know the require- 
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| fact being given a polite refusal. The, ans- ments to grant the desired privacy and pro- 
. wer, "I shall go away and think about it” is Моге often, things go just slightly wrong. tection. Come, speak with us, because 
„an even blunter negative. Take one full-page ad which appeared in with the Sanwa Bank . . . THE LAST 
Politeness and a modicum of diplo- the English-language Thai newspaper the LAUGH IS ON YOU! 
macy, however, involve evasiveness the Bangkok Post earlier this year, was spotted I could be completely wrong, and it 


world over. Such Japanese courtesies add Ьу Michael Elfunt. I presume the copy was could turn out that the Skylark and Sanwa 
| up to little more than the normal sen- written by a Japanese agency; I cannot im- сору was written by local colleagues. But 
| sitivities necessary for social interchange in agine that a Thai would use the emotive they seem to have the authentic Japlish 
any civilisation. Anyone, anywhere, can word "target" about the marketing plans of touch — just as does this example, spotted 
sense another's embarrassment or unwil- a Japanese firm: by old friend Bob Horiguchi, of advertising 
- lingness to take on a task or a duty. window blinds: 


жаб. tete Sapa N. ЭШ wende heben È на жыны ме iate, ® 
ийин + 







: The courtesies involved in giving, or not BELIEVE IT ORNOT! 


giving, expression to such feelings may dif- 
fer from country to country. The Japanese 140, 000, (Соб 
. happen to have created a vocabulary to de- ENTER TO om 850. ИК 









scribe such tacit understandings; have рохои KNOW? NEXTTARGETIS ALAND ө 
codified such social interactions, and have — . ECCE e : 
written what amount to grammar books for 
an unspoken language. But the act of 
codification does not mean that the sen- 
vities involved are in any way unique: 
the. Japanese are as prone to misun- ia winter jacket pur- 
derstandings between themselves as are | Si PES ылы . chased d by B Bob’ 8. wik x egest that cos me 
other people. a ~ ers should go au nat 

" The small print needs to be read to estab- | 
ost people, however, are not so much lish that Skylark is an 850-strong chain of 
rested in how the Japanese communi- restaurants which intends to set up over 30 
Че, or shrink from communicating, be- branches in Thailand over the next five to 
tween themselves as in how they com- seven years. Thus: Thailand is selected to 
municate with the outside world. In all be a new site of expansion in Southeast 
honesty, it must be said that on the whole Asia. Skylark across to Thailand by experi- 
they do this very badly — and tend, when ences and know-how from Japan. At this 
others misunderstand them, not to blame point. it ‘becomes Ar that the с iS 
emselves but to explain the situation in... aime cruiti 
е terms of others’ failure to appreciate ^ past ех 















































Planning your menu 
at the legend in Singapore. 
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THE ORIENTAL 


SINGAPORE 


Only a wine at its peak should extravagant way to ensure we 
accompany the finest cuisine. recommend the right wine, 
Which is why, when you choose a wine and one in its prime, to go with your 
at The Oriental Singapore, you food. But when we took the name 


have at your service one who has lived of our sister hotel, The Oriental Bangkok, 


in France's vineyards, observed the grape we also took its dedication to excellence, 
harvest, and prepared for the which has made it a legend among 
rigorous sommelier's examination. hotels. And just as a good year makes a 
Sending our wine steward to study in good vintage, a succession of perfect 
France might seem ап ones makes a legend. 


MANDARIN ORIENTAL 
THE WORLD'S FINEST HOTELS 





The Oriental: 5 Raffles Avenue, Marina Square, Singapore 0103. Tel: 338 0066, Tix: 29117, Fax: 339 9537. 
Bangkok * Hong Kong * Jakarta * Macau * Manila * San Francisco * Singapore * The Excelsior, Hong Kong. 
Reservations: Hong Kong 881 1288, Singapore 339 0033, Kuala Lumpur 339 0066 (Singapore collect), 
your travel agent, The Jeading Hotels of thé*World or Utell International. 
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Margot C Cohen i in 1 Manila 


nan airy, two-storey house nestled in 
.à Manila suburb, two photo. albums 
| sit on the coffee table. The smaller one 
_ features fading Polaroids of the hus- 
and, an accountant who has worked in 
_ Saudi Arabia for the past 10 years. There 
. are snapshots of him at his office, at the 
- bank, at the supermarket. The larger album 
_ displays the Manila house, with each phase 
- of construction documented. The wife, the 
_ son and the relatives pose happily among 
_ the exposed beams. 
This year Tony Salas will come home, to 
resume a life interrupted after three years of 
_ marriage. In addition to the new house, his 
US$500 monthly salary has enabled him to 
_ send his son Dexter to private school, and 
__ Start a family business providing janitorial 
services to Manila firms. His wife May says 
the long years of sacrifice were worth it. 
‘Everything you see here,” she says, eges- 
turing at the gilded furniture, the Meu 
duced tapestries, the flowered curtains, "i 
 katas ng Saudi’ — a now-common can 
meaning fruits, or sweat, of Saudi. 
, Every year, an estimated million ог 
_ more Filipinos go abroad for work, driven 
_ by the dreams that have come true for the 
- Salas family: their own house, better educa- 
боп. for their children, capital to start a 
mall business, and, above all, a family life 
























| arcia ‘Stepanek i in Tokyo 


r the first couple of years after 
: Reader’ 5 Digest closed its Tokyo office 
and stopped publishing its Japanese- 
age edition, Hirondo Takahashi 
d it impossible to stop coming to the 
ffice every morning. 

. Even now, four years later, Takahashi, a 
ormer copywriter, still goes to the office 
ach day, as do the 29 others fired by the 
rican-owned company in the closure. 
door to the office оп the second floor of 
| 'alace Side building. still reads Render’ 5 
piger in pue: -Takahas 






























free of ЕЧ worries. Legal and illegal 
workers from the Philippines comprise the 
greatest labour exodus in Asia. 

But for many of them and their depen- 
dants at home, the years apart do not yield 
an album of pretty pictures. Beyond the 
much-publicised tales of individual exploi- 
tation — entertainers and maids raped and 
beaten, other contract workers cheated or 
stranded — there is a broader threat to this 
largely Roman Catholic society, say a varie- 
ty of officials, scholars, community work- 
ers, psychiatrists, and even recruiters. 

They tabulate a high social cost of over- 
seas labour, pointing to frequent marital 
break-ups, abandonment, drug and alcohol 
abuse and extended family life torn apart 
by quarrels over the precious dollars. “They 
want to build houses, but they destroy 
homes," says one Manila priest. 

Moreover, say observers, overseas la- 
bour has not solved the Philippines’ un- 
employment problem, because contract 
workers have had difficulty reintegrating 
into the local economy. In the depressed 
Manila community of Anak-Bayan, where 
half the 10,000 families boast of at least 
one member working abroad, Lita 
Nicodemus’ story is typical. Her un- 
employed husband left to work in Saudi 
Arabia in 1981, but when his contract 
ended and he returned, he still could not 
find a job. He gambled away their savings 


Reader's Digest employees refuse to go home 


ri е long goodbye 


mains among some others, and an over- 
stuffed couch still abuts the wall of win- 
dows overlooking one of Tokyo's smaller 
urban parks. Even the conference table is 
the same. 

Takahashi, 45, says he did much of his 
work as a copywriter on that table during 
the 14 years he earned a paycheque from 


the magazine. Now there is only a small Е 
stipend from the union, bolstered by pri- is nc 


vate donations and proceeds from the 


group's sales of small gifts — noodles, 
calendars, packets of beef jerky — which tk 
appear in a catalogue the group pub- - then 
тее eT distributes to local unions dc 


and sold their radio-cassette player and 
other. appliances — every bit of katas ng 
Saudi. Now, with his far Шу still living in a 
tiny wooden shack, heis going ak -abroad again. 
When the Marcos government began 
promoting overseas labour in 1974, it was. 
viewed as a temporary measure to ease un- - 
employment and gerierate foreign ex- 
change to pay off a US$3.75 billion debt. 
Waves of Filipino workers had gone to the 
US and elsewhere in Asia in the past, but 
never with the same official backing. as dur- 
ing the Middle East oil boom. | 








oday, manpower export has |. — 
come a fixture of Philippine eco- 
nomic life. The Aquino adminis- 
tration, grappling with a debt that 
has ballooned to U5$28 billion, and an 8.6% 
unemployment rate — double that of 1974 
— is more dependent than ever on over- 
seas remittances. In 1988 (the latest year fig- 
ures available from the central bank), land- 
based and sea-based workers sent home 
US$856 million through official banking 
channels, and an estimated US$3 billion 
through private courier or friends. 

The primary destinations of overseas 
workers, though, has shifted gradually 
from the Gulf to this region. In 1982, for in 
stance, only 31,011 Filipinos were working 
in other Asian cities, but by 1986, the 
number had grown to 76,650, according to _ 









during Japan's annual gift-giving sea 
One recent chilly morning, the four- — — 
anniversary of the 1986 closure, Takahasni 
and some of the others were bustling - 
about, answering phones, filing. “Ws astra- 
tegy session," says Takahashi, gathered - 
with some 15 other ersthwile colleagues 
around the conference t table. лшщ E 
the fight is certain. A ry т 
Their lingering, see 
crusade Reade Ji 




























Digest | folded, but itis th 
that fuels their i ire, Ther 




















a 1988 study. Over the same period, 
Filipino workers in the Gulf dropped from 
323,414 to 262,750. The study, conducted 
by the UN Development Programme and 
International Labour Organisation, also de- 
scribed the typical migrant worker as 
highly skilled and educated. Those going 
abroad average 6.9 years of work experi- 
ence, 18% have had some college education 
and 36.8% have earned a college degree. 
From 1988-89, there was a 9% growth in 
those processed by the government to 
work abroad. And signs point to even more 
workers going Overseas over 
the next several years, at a time 
when International Labour Or- 
ganisation statistics show most 
other Asian countries dispatch- 
ing fewer and fewer workers 
overseas — including such 
traditionally large labour pools 
as India, Pakistan and South 
Korea. (Thailand is increasing, 
but the numbers are still much 
than the Philippines.) The 
remains the largest em- 
ployer, taking 52.5% of 
Filipinos, with Saudi Arabia 
contracting 38% or 176,300 
workers in 1989. The Gulf used 
to take 70% of overseas work- 
ers. 
Philippine Overseas Employment Ad- 
ministration marketing chief Ricardo Casco 
predicts that the Middle East market 
may gradually give way to the Philip- 
pines’ more prosperous Asian neighbours, 
who face current and anticipated labour 
shortages. Hongkong’s brain drain and a 
new US law improving the immigration 
status of foreign nurses will also inten- 
sify the exodus, officials say. The De- 
cember 1989 coup attempt, and rumours of 
more to follow, have, meanwhile, di- 


earned ¥8.2 billion (US$56.66 million) for 

1g the Palace Side building in the exclu- 
sive Chiyoda Ward, which boasts the most 
expensive real estate in Tokyo. 


have demanded their old jobs back. 

Failing that, they want about ¥5 mil- 
lion each in taishokukin, or retirement pay. 
But more importantly, the group wants 
Readers Digest America officials to come 
to the bargaining table, to discuss the Ja- 
panese union's allegations. The company 
says the union, by failing to accept the clo- 
sure, was not willing to negotiate. 

Tasuku Matsuo, Reader's Digest's chief 
lawyer, says the issue is closed and with- 
holds comment. Matsuo has said in the 
past that Tokyo courts could not tell an 
American company how to conduct its af- 
fairs, but the Tokyo District Court last year 
ruled the case could be pursued in Japan — 
the first time a Japanese court has agreed to 


F: these four years, Takahashi's band 
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From the Gulf to Japan, Filipinos go in search of paych 


minished prospects for more jobs at home. 

It is not just government promotion that 
has turned working abroad into a Philip- 
pine national obsession. Feeding оп 
Filipinos’ desire for an escape to the good 
life, legions of legal and illegal recruiters 
have accelerated the pace of deployment to 
87 countries. In a 1987 study of two groups 
of high school and college students — 
those with parents overseas, and those 
with parents at home — the majority of 
both groups agreed that "a lowly job over- 
seas with good pay is better than working 





t. 


as a professional with a low salary in the 
Philippines." For those with a parent work- 
ing abroad, 87% planned to follow. 

"When you go to the barrio, and ask 
kids what they want to be when they grow 
up, the boys say: ‘I want to go to Saudi.’ 
The girls say: ‘I want to go to Japan’,” says 
Gina Alunan-Melgar, executive director of 
Kanlugan, а crisis centre for returning 
migrant workers. “It's a chain reaction 
within the family. It has created a distorted 
value system among Filipinos." 


hear a Japanese union's lawsuit against à 
foreign company. 

The case, Reader's Digest of Japan Labour 
LInion vs The Reader's Digest Association, Inc., 
also is unusual because it has become one 
of modern-day Japan's most protracted 
labour-management disputes — and per- 
haps the first in Japan, labour experts say, 
in which fired workers simply have refused 
to go home. 

Reader's Digest, in 1946, became the first 
foreign magazine to prosper in Japan. lt 
sold millions of copies during the US Occu- 
pation and thereafter. The outlet became a 
subsidiary in 1961, and the union was es- 
tablished in 1955. 

Then, in the early 1980s the magazine's 
prosperity began to wither, and the com- 
pany urged workers to take early retirement 
allowances. АП of the 150 employees did, 
except for the 30 union members. Japan 
Readers Digest Co. Ltd, was formally 
closed on 31 January 1986, and the firm said 
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Alunan-Melgar cites several cases where 
the mother worked as a maid in Hongkong 
to send her daughter to college, only to see 
her become a maid after graduation. "The 
sudden change in income has a tremend- 
ous psychological effect on the family," ex- 
plains Antonieta Dizon, a manager in the 
government's Overseas Workers. Welfare 
Administration. "Once you improve your 
standard of living, the pressure to maintain 
it is enormous." 

Entire households have plunged into 
the overseas job market, fracturing the 
traditional extended family. 
When Pablo Saluria went to 
Saudi Arabia, six of his sisters 
were already working as enter- 
tainers in Japan, and another 
was a nurse in Kuwait. 

At least а third of the 
couples separated by overseas 
labour end up with broken 
marriages, according to wel- 
fare administration officials 
and members of Komappid, a 
group that assists families of 
migrant workers. The risk in- 
creases when it is the woman 
who goes abroad, they say. 
"The male counterparts are not 
ready to assume the responsi- 
bility of mother and father at 
the same time, unlike the mother, who can 
immediately shift roles," says Dizon. 

Tagalog-language television soap operas 
and radio dramas draw on and embellish 
the common, everyday dramas facing 
migrant workers and their families left be- 
hind. There is even a radio programme call- 
ed From Saudi With Love which allows rela- 
tives in the Philippines free telephone calls 
overseas, and often broadcasts squabbles 
between husbands and wives as the nation 
eavesdrops. я 


N3«02 1L0O0uvih 





its losses had amounted to ¥3.7 billion. The 
30 workers were fired the same day. 

Takahashi paints their battle with 
broader significance, saying that as the 
number of foreign firms opening offices in 
Japan rises, it is important for Japanese 
workers at those companies to have legal 
protection, especially if those workers be- 
long to a union. 

"Reader's Digest America doesn't know 
Japanese unions," says the group's attor- 
ney, Joji Kobayashi. "This is a battle be- 
tween a foreign company's right to close a 
foreign office and local workers' rights. 
Which side takes all? This problem has 
never really been addressed before." 

But fervour is flagging: 13 of the 30 
unionists have accepted part-time jobs, 
pooling a portion of their earnings into 
a union defence fund. Still, all 30 refuse 
to take full-time employment elsewhere. 
"If we did, we'd be admitting defeat," 
Takahashi says. " 





Projections of collective indian fantasies. 
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Make peace not love 





Intimate Relations: Exploring Indian 
Sexuality hy Sudhir Kakkar. Viking, Delhi. 
Rs 125 (US$7.40). 


Eros is an enigma in the Indian ethos. 
Observers have puzzled over a cultural 
continuum encompassing the Kama Sutra 
and the official ban on kissing in the indi- 
genous cinema, the explicit eroticism of the 
Kornarak sculptures and a strict seguega- 
tion of the sexes, the exaltation of the 
feminine mystique and the blind eye 
turned to the dowry deaths. 

Exploring the passions of the Indian 
mind, neo-Freudian psychoanalyst Sudhir 








Agony Uncle Go 


Male ale Homosexuality in Thailand: An 
Interpretation of Contemporary Thai 
Sources by Peter A. Jackson. Global 
Academic Publishers, Elmhurst, New York. 
Baht 600 (US$31.25). 


The author of this unique study de- 
scribes himself in the first paragraph of his 
introduction as a “gay male Australian” 
who lived and worked in Thailand for two 
years until early 1985. His doctoral thesis 
(Buddahdasa: A Buddhist Thinker for the Mod- 
ern World) was published by the Siam So- 
ciety in 1988. The rest of a brief biographical 
note does not specify whether Dr Peter 
Jackson trained as either a sociologist or an 
anthropologist. But University of Chicago 
anthropologist Gilbert Herdt, who provides 
a foreword to Male Homosexuality in Thai- 
land, is certainly right when he calls the 
book “an anthropological lode.” 

Jackson’s core data are a selection of let- 
ters written by Thai male homosexuals to a 
homosexual advice column in mass-market 
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Kakkar seeks to illumine “the unlit stage of 
desire where so much of our inner theatre 
takes place." Using the “third ear" of 
psychoanalysis, Kakkar seeks to interpret 
the sub-text of symbols and images that un- 
derlie allegories ranging from folk literature 
to the case histories of women slum dwell- 
ers, from the tinsel myths of the Bombay 
talkie to the controversial experiments with 
truth conducted by Mahatma Gandhi. 
Noting that while "fear and dread [per- 
vade] men's fantasies of women, anger and 
disappointment" typify women's feelings 
towards men, Kakkar traces this gender 
conflict to the Freudian dichotomy that 


magazines. "At almost any magazine stand 
in Thailand," Jackson writes, "one can find 
the popular sensationalist fortnightlies Plaek 
(literally 'Strange), Mahatsajan (literally 
‘Miraculous’) and С. L., which are all put 
out by the same Bangkok publishing 
house. Among articles on such diverse sub- 
jects as astrology, cannibalism, growing in- 
door plants, magical amulets and prosti- 
tutes in Hamburg, one will find the double- 
spread column of Aa Go Paak-nam, or 
Uncle Go Pak-nam." 

Jackson judges that the letters are 
genuine and representative of a broad 
stratum of Thai society. Readers will be in- 
clined to agree. He admits that the letters 
are somewhat stylised: they open with а 
sexual history, ask Uncle Go for his advice 
and often end with an appeal for Uncle Go 
to put the correspondent in touch with 
specified types of other homosexuals. 

Uncle Go Pak-nam describes himself as 
homosexual. He is, as Gilbert Herdt 
writes, "supportive and sympathetic, and 
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splits the maternal image into a diptych of 
"goddess and whore." While conceding 
the prevalence of this syndrome in all pat- 
riarchies, Kakkar stresses its importance in 
the Hindu context where the sublimated 
sexual impulse is believed to be the seed of 
spiritual potency. In this genealogy of de- 
sire, unchastity is a source not of sin but of 
a poison that prolongs human bondage to 
the wheel of death and birth. 

Hindi films, with their bosomy leading 
ladies, infantile heroes and obligatory rape 
scenes, are "unreal" but not "untrue," in 
that they have a "surefooted grasp of the 
topography of desire . . . Thus [the heroine] 
becomes the fantasized persona of the 
mother . . . The faces of the various villains 

. coalesce into the visage of the ‘bad’ ag- 
gressive father, forcing [her] to submit to 
his unspeakable desire." 

If the male protagonist finds himself un- 
able to escape from the "world of mothers," 
the woman is fated to be the daughter in 
vain search of paternal approval to fulfil her 
need of an autonomous feminine ident 
This yearning is reflected in the “roma 
longing" that is the common denominator 
of the case histories of slum women Kakkar 
quotes — the longing to merge with "the 
idealised Other" to build cohesiveness and 
strength into their own selves. This is 
“tenaciously clung to amidst . . . all the suf- 
fering and pathos" of their existence. 

Kakkar interprets Gandhi's political 
philosophy of ahimsa, non-violence, in 
terms of a culture-specific endeavour to 
transcend sexual desire, perceived as a de- 
structive divisiveness, the satyric “way of 
the fathers” that has to be forsaken in order 


yet still an upholder of traditional values.” 

Homosexuality in Thailand is prohibited 
neither by law nor, explicitly, by the predo- 
minant religion, Theravada Buddhism. But 
it is by no means considered normal, and in 
the absence of legal and religious injunc- 
tions, pressures by the family, the clan i 
the village to conform to the general scia 
norm of “appropriateness” (somkhuan or 
mor-som) are undoubtedly strong. 

The fact that Uncle Go is more Thai than 
homosexual is revealed by a general split in 
his replies. If the correspondent by his sex- 
эң history and questions shows himself to 

be (a) frightened and confused by his feel- 
ings and (b) from either the Thai élite or a 
successful Chinese-Thai family (a and b 
often going together), Uncle Go advises the 
man to conform to his family’s expecta- 
tions, marry and either overcome his 
homosexuality or satisfy it secretly. 

If the letter comes from an ordinary 
ethnic Thai comfortable with his homosex- 
uality, Go's advice usually amounts to sim- 
ple encouragement — though always with 
the undertone that if any sexual craving can 
be overcome, it will lead to peace of mind. 

The correspondence and Jackson's 
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WT "incident i in which the ai bach 
hi makes love to his child-bride while 
iling father dies, unattended by the 

son, in the next room. Kakkar pinpoints 
his episode as one of the formative events 
at led to Gandhi's lifelong and obsessive 
aggle with the tyranny of his own desire, 
he vanquishing of which lent potency to 
his peaceful crusade against foreign rule. 

- Noting Erik Erikson's observations on 

.the feminine factor in Gandhi's political 

буе and campaign of militant non-vio- 

` lence, the author suggests that the idealisa- 
боп of motherhood was also a psychologi- 

-cal defence against, and denial of, female 

eroticism. The tension arising out of the 

-constant attempt to reconcile the "goddess 
. and the god of desire" within was the 
source of Gandhi's unique strength, and an 
-echo of his ultimate despair. While the 
murderous frenzy of partition gripped the 
country, “Gandhi wrote five articles on celi- 
y for his weekly newspaper.” 
Despite its Freudian underpinning, 
Kakkar’s exegesis is refreshingly free of the 
. mechanistic dogma that burdens more or- 
-thodox interpretations. His explorations are 
more in the nature of open-ended excur- 
sions in the twilight landscape of longing. 
- Is the “dream of intimacy" doomed to fail- 
ure, becoming "a nightmare . . . zone of 
genital combat"? Kakkar concludes that his 
“psychoanalytic story” is only "one build- 
~ ing block in that . . . mysterious edifice we 
call love,” and whose architects in the end 
are no other than those who inhabit its 
many mansions. ш Jug Suraiya 








analysis of it allow a few generalities. Most 
Thai males of whatever orientation grow 
up with a sense of sexual licence. As 
Jackson puts it: "Male-male sexual relations 
suffer relatively fewer and less severe social 
sanctions and psychological barriers than in 
litional Western societies." | 
^ Homosexual behaviour in Thailand is 
pervasively considered a distortion of male- 
female relationships. Many Thais equate 
` homosexuals with kathoeys — men who 
. Qress as women. And a bisexual man who 
` fakes the active role in his homosexual re- 
. lationships is not considered to be really 
2 homosexual, just admirably potent. 
 -. Јаскѕотѕ last chapter surveys the 
rapidly growing commercial homosexual 
scene in Bangkok. He notes that while 
most of the gay bars and discos, as well as 
а handful of gay publications, are all heav- 
`` йу influenced by Western models, most of 
-- the customers in most of the bars are Thais. 
- He also speculates as to why Thailand has 
. yet to develop any open gay rights move- 
- ment or organisations. A brief epilogue dis- 
. cusses the Thai Government's belated rec- 
` ognition of the seriousness of the AIDS 
: epidemic. u David Butler 











бта жае Boys by Pai Hsien- yung. Translated 


by Howard Goldblatt. Gay Sunshine Press, San 
Francisco. US$11.95. 





—————— 


Exile and alienation are ready-made 
themes for Taiwan writers, but few can 
claim them as a birthright. Pai Hsien-yung, 
one of a group of successful fiction writers 
who grew up and received their educations 
in Taiwan in the 1950s and 1960s, is unique 
among these few. 

He is the son of a famous Kuomintang 
general who fled the mainland with his 
family in 1951; since 1963 Pai has lived in 
the US, where his outstanding stories 
chronicling the lives of casualties of the 
Chinese diaspora were written; and finally, 
he is a “glass boy,” as a homosexual is call- 
ed in Taiwan, and thus automatically con- 
signed to the fringe. 

His novel Crystal Boys reveals some of 
the more depressing.aspects of Taipei gay 
life in the 1970s. The story begins in New 





‘Cut sleeves’ in the theatre. 


Park, the main cruising ground and “nest” 
for the flock of “birds,” from fledgling to 
grey-feathered, who populate the gay king- 


dom of the city. Their leader, Chief Yang, 


an elderly queen who is both Confucian 
teacher and gay go-between, opens a bar 
called the Cozy Nest to provide his birds 
with a more hospitable sanctuary, but after 
a brief success the club is shut down as a re- 
sult of a predatory journalists exposé. 
The boys scatter, one under the wing of 
a patron in Japan, another with a dying 
hunchbacked soldier whose homosexual 
son commits suicide after being caught in 
the act with a private, a third to a reform 
school. 

Pai's grim aviary also includes a middle- 
aged psychopath whose father, a general, 
banishes him to New York after he fatally 
stabs his lover, Phoenix Boy; as well as a re- 
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tarded epileptic aborigine, an armless 
phan, and a club-footed boy. — 

In his brooding way Pai inflicts 
characters with persecution соп 
gnawing loneliness, and pre 
from enjoying themselves in se 
dulging in sardonic self-mockery, 
source of entertainment in Westi 
and fiction. He shows us the dives t 
inhabit and the seedy hotel room: 
they turn their tricks, but with a few ı 
exceptions always stops short of | he € 
this privacy, prudery, or rust: son 
platonic love? uu 

Reading the translation, one misse 0 
on the velvety cadences of adolescent lo 
ers’ Chinese chit-chat. A weakness of tl 
novel, stemming from traditional Chinese 
literary practice, is the way characters of the 
same generation all tend to sound alike 
once their clothing, appearance апа family 
background are described. . 

The claim on the cover that Crystal Boys 
is "the first Chinese novel on homosexual 
themes" is misleading, as numerous Ming 
and Qing dynasty writers dealt with the _ 
subject (and with heterosexuality) with un- 
abashed candour. In traditional China, sex 
ual inversion was not considered inhe- _ 
rengy evil, unnatural or perverse, and | 
though it rubbed Confucian fur the wrong _ 
way and, in the Qing dynasty, was on the 
books as a crime, it was usually punished 
in conjunction with other offences. 

Those belonging to the brotherhood of 
the "severed sleeve" (from a tale in which a 
man cut off the sleeve of his gown, caught 
under the body of his sleeping male bed- 
mate, rather than awaken him) apparently 
did not suffer from the disaffection that _ 
spawned gay liberation in the West. But 
Crystal Boys may be the first Chinese novel 
to examine the plight of the “modern” . 
Chinese homosexual, though there is mo: 
to these birds mE meets. the. reader's 5 
eye. 
The inconsistent use. “of translations an 
pinyin (the mainland romanisation syst 
for proper names in Taiwan well known 
their designations in the Wade 
system (Pai Hsien-yung, for. exar 
disconcerting and presumptuous. A 
tedly few readers will be bothered by : 
sinologists’ trivia, but those who kt 
Taipei may feel betrayed. ; 

The prettified, neutral title chosen f 
the English edition has little to do with 
Chinese title — Меш, “sons of concubin 
a derogatory term that carries the connot 
tion of sins against the fathers. 

While as a gay novel Crystal Boys f 
captivate, Pais still-life of Ба 
phoenixes under glass merits a n 
place in the spott E cm of mod 
Chinese fictior | | 
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^ixteen years after President Suharto 

first floated the idea of Batam as a 

free trade zone, Indonesia has fi- 

nally moved to let the island pro- 

ide a more convivial welcome to small and 
medium-sized investors. 

_ Despite Suharto's early enthusiasm, In- 

donesia’s stifling bureaucracy, combined 
_ with a lack of basic infrastructure, had en- 
_ sured that the dream remained just that. 
_. Singapore Prime Minister Lee Kuan 
|. Yew likes the idea of Batam becoming an 
_ alternative to the Malaysian state of Johor 
_ for labour-intensive manufacturing indus- 
|. tries relocating from Singapore. “It would 
. be better if growth stemming from emigrat- 
. ing Singaporean companies was 
_ shared more equally with neigh- 
, bouring countries,” a Singapore offi- 
. cial in Jakarta told the REVIEW. 

с Singapore's First Deputy Prime 
Minister Goh Chok Tong said late 
.. last year that he envisioned Batam, 
. together with Singapore and near- 
= by Johor forming a “triangle of 
| growth" within Asean. Although 
_ Malaysian officials have grumbled 
. about Singaporean cheerleading for 
Batam, Singapore believes that there 
will be enough manufacturing relo- 
ation to satisfy both Johor and 
Batam. 

. In 1989, Indonesia sweetened the 
investment climate for Batam, and in 
January, Singapore invested direct- 
б in this 415-km island of rolling 
hills and natural inlets which lies a 
re 20 km across the Malacca Straits. 
Singapore's state-owned Singapore Tech- 
ogies Industrial Corp. has taken a 30% 
ake in à 500-ha, 55400 million (US$214 
illion) industrial estate, with Jurong En- 
ring taking 10%, and Indonesian mag- 
te Liem Sioe Liong taking the remaining 
% through P. T. Herwindo Rintis. 

The industrial estate will be the most 
crete step yet taken in the bid to wean 
am from its traditional and шшш 































ess — and as such mirrors IS developtnenb 
ће rest of Indonesia. Despite being а 
1 trade zone, of the 2 US$600 mil- 








private companies to establish industrial es- 


try equipment. According to Greg Lynch 
who heads the Batam office of Swiss-based 
Societe Generale de Surveillance (SGS), a 
surveying company hired in 1986 to inspect 
Indonesia's imports at ports of departure. 

Allowing private industrial estates is 
good news for B. J. Habibie, minister for 
technology and since 1978 chairman of the 
Batam Industrial Development Agency 
(Bida). His earliest success has been tour- 
ism. In 1989, more than 25,000 tourists ar- 
rived in Batam every month, making it In- 
donesia’s third-busiest tourist destination 
after Jakarta and Bali. 

Almost all these visitors were from 
singapore. Package tours offering a ferry 
ride, lunch and ample time to stock up on 
duty-free goods have made Batam an in- 


Batam: island of dreams 
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creasingly popular weekend getaway for 
footloose Singaporeans. One attraction is 
that Singaporeans returning from Batam 
are allowed to take home duty-free goods: 
they have to return empty-handed from 
Malaysia. 

Batam's Nongsa district now sites two 
decent hotels and a nine-hole golf course, 
soon to be 18, opened last year. A four- 
Screen cinema is under construction in Batu 
Ampur. 

But Habibie has more in mind for Batam 
than tourism. He wants industries such as 
electronics assembly, engineering and food 
processing to consider the island as an al- 
ternative to Singapore, Hongkong, Taiwan 
and Japan. 

 Suharto's decision in late 1989 to allow 
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tates anywhere in Indonesia was particu- 
larly important for Batam because it sug- 
gested a way in which the island's rudi- 
mentary infrastructure could be improved. 

The lack of infrastructure — especially 
water and electricity — has discouraged 
investment in Batam. US oil equipment- 
manufacturer McDermott, for example, 
one of the earliest investors in Batam, 
provides its own water supply and gener- 
ates its own power. Small and medium- 
sized companies simply do not have the 
money for this level of commitment. 

The industrial estates will circumv 
the problems by providing electric . 
water, telecommunications, factory space 
and housing to their tenants. Gunawan 
Hadisusilo, Habibie's assistant at Bida, told 

the REVIEW that applications for 
eight industrial estates, totalling 
1,800 ha, had already been ap- 
proved. 

As well as the Liem-Singapore 
development, a 200-ha site is being 
cleared by Sarana Usaha Adhi Re- 
kayasa, controlled by Bambang 
Tribudiman. According to Hadi- 
susilo, a number of electronic com- 

.panies, including Philips, Western 
Digital, Sony, Toshiba and Thomson 
Electronics, have already signed 
up for space оп Herwindo's prop- 


erty. 


he ruling on industrial es- 
tates was the latest in a 
series of Indonesian m 
sures which have promowa 

Batam. Last year Bida announc- 
ed that processing industries located 
on the island which export products to © 
the rest of Indonesia. would be subject | 
to customs duties only on imported raw — 
materials, not on finished products. This 
opens up Indonesia's vast domestic market 
to manufacturing companies which use 
materials such as tinplate or some kinds 
of steel which cannot be imported into 
Indonesia. 

In October, shortly after a meeting with 
Lee, Suharto permitted full foreign owner- 
ship of Batam-based companies which ex- . 
port all their production, with the single - 
proviso that at least 5% of the equity must 
have passed to an Indonesian partner - 

within five years. Ishak Tumiran, Bida's di- 
rector for tourism and promotions, says the 
move = which v was кана at at matching or one 
















Getting the needle 


For all of Indonesia’s official efforts to promote Batam around 
the region, perhaps the most effective public relations job has 
been done by the private sector. “I think what really got Sin- 
gaporeans thinking about Batam was Zoo Radio,” says George 
Stapleton, a Singapore-based executive with oil-equipment 
maker McDermott. 

Zoo Radio is one of two programmes broadcast by Radio 
Ramako Batam, the Batam arm of Jakarta-based Ramako Media 
Promosindo. Zoo Radio burst onto the airwaves in September 
1988 and immediately picked up thousands of listeners in Sin- 
gapore and Johor, Malaysia. It offered an upbeat, music-only 
format that quickly won listeners from the more staid Singapore 
Broadcasting Corp. (SBC). Taxis, shops, even Changi Interna- 
tional Airport, tuned in. 

Cornell Tobing, Radio Ramako Batam station manager, says 
that in the early days, about 700,000 listeners tuned in to Zoo 
Radio each day. But the good times did not last. In January 
1989, sBC responded with a new station, Radio 10, which of- 
fered a similar format to Radio Zoo. 

Tobing says the daily audience has dropped to about 
300,000, with two-thirds of that coming from Singapore and the 
rest from Batam and neighbouring Indonesian islands. But 
thanks to the efforts of Ramako's marketing office in Singapore, 
"the number of commercial spots bought by Singaporeans is 
dropping much less rapidly than the number of listeners," adds 
Tobing. 


B 
The battle of the airwaves intensified in November 1989 when 
Ramako Batam launched its second programme, Coast, which 
styles itself the "easy listening" station. Coast transmits almost 
entirely in English, and Tobing says it too has been a hit with 
Singaporeans. 





three of Jakarta's 38 private stations, is owned by businessman 
Bambang Rachmadi and his wife, Adyanti, who is the middle 
child of Indonesia's vice-president Sudharmono. The Jakarta 
stations were established by Adyanti and transmit, in line with 
Department of Information regulations, only in Indonesian. 
Bambang retired from Panin Bank in 1986 to found and manage 
the Batam radio network. A waiver from the Department of In- 
formation permitted the Batam stations to broadcast in English 
though they must, like other private stations, carry state-owned 
Radio Republic Indonesia news broadcasts at the top of every 
hour. 

In 1988, Bambang approached fast-food behemoth 
McDonald's for a licence to open a McDonald's franchise on 
Batam. The idea later spread to opening franchises around 
the country. In February, Bambang was awarded the Mc- 
Donald's franchise for all of Indonesia, edging out hundreds 
of well-established, well-connected applicants. Adyanti says 
a key factor in Bambang’s bid was that he was prepared to 
devote all his time to running the McDonald's business. As a re- 
sult, Adyanti says, the Batam radio stations are now her respon- 
sibility and plans to invest in a Batam hotel have been put on 
hold. 

Batam radio faces many of the same constraints that plague 
other businesses on Batam. One is power. Ramako Batam has 
just installed its own power generator after being forced off the 
air on several occasions because of power cuts. The new 
generator will add to the station's annual overheads of almost 
US$1 million, but Adyanti says a healthy flow of advertisers will 
keep Ramako Batam in the black. 

Another hurdle is finding qualified English-speaking DJs. 
Three of Ramako Batam's nine DJs are Filipinos. Adyanti would 
like to start an English-language station in Jakarta, but even if 
the government approves,ethere may be only enough bilingual 
DJs at present to keep Radio Batam on the air. 


Ramako, which started in Jakarta in 1983 and today runs 


of Johors investment incentives — is 
geared particularly to smaller foreign com- 
panies. 

Later in 1989, realising that speculators 
had snapped up most of Batam's available 
land, Habibie said that in the future, land 
appropriation decisions would be made by 
Bida headquarters in Jakarta rather than by 
Rida’s Batam office. Landowners were 

en a schedule to develop their properties: 
mose who fall behind will have lease 
payments returned and Bida will reapprop- 
riate their land. "Investment approvals will 
be much quicker with Habibie 
making land sale decisions di- 
rectly," said Tumiran. 

Infrastructure remains a 
problem. Transport networks 
are relatively advanced, with 
some 200 km of paved roads, 
frequent ferry services to Sin- 
gapore and flights to Jakarta. 
By 1992, the airport runway 
will be extended to 3,600 
metres, capable of handling 
747s. Batam's main port faci- 
lities are now in Sekupang and 
Batu Ampur, but Bida has big 
plans for the Asiaport complex 
on the east coast of the island. 
Asiaport will begin with a 
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crude palm oil terminal and later add con- 
tainer facilities and a coal terminal. Dredg- 
ing work by Ballast & Needam of Holland, 
financed partly by a Dutch Government 
concessional-rate loan, began at Asiaport in 
February. 

But electricity is a more serious problem, 
and power shortages are common. Batam 
now has about 25-MW of generating capa- 
city. Habibie plans to relocate a 30-MW 
power station from Java to Batam this year 
or next and promises to buy 10 4.5-MW 
generating units from Siemens of West 
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Batam awaits the upswing. 
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Germany before 1995. These power sta- 
tions may be too long in coming for the first 
industrial estates. One unconfirmed report 
indicated that Herwindo is considering lay- 
ing a submarine cable to obtain its electricity 
from Singapore. 

"Water is the most serious constraint to 
growth,” said Lynch from SGS. Five reser- 
voirs are in varying degrees of construction, 
but most companies still have to supply 
their own water for industrial purposes. 
With strong growth now a real possibility 
for Batam, water is likely to become a more 
severe problem. Indonesia's 
official plan for Batam, drawn 
up in the mid-1970s, envisaged 
Batam's population to grow 
from about 12,000 in 1978 to 
about 700,000 in 2004. 

But each hectare of industri- 
al estate property is likely to 
create 50-100 new jobs, Hadi- 
susilo calculates, either di- 
rectly or indirectly. At this rate 
of growth, Batam's population 
will rise to 700,000 — the 
maximum sustainable — by 
about 1995 or 1996. "This 
means we have no choice but 
to speed up development of 
infrastructure," he said. Li 
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В, jonathan Friedland in Hongkong 


. lone among the world’s banks, in- 
| cluding the formidable Japanese in- 
L stitutions, Citicorp is attempting to 
build a consumer-banking empire across 
e Asia-Pacific region. From India to Aus- 
tralia and on up to the home turf of the 
«world's richest banks in Tokyo, the largest 
_ US lender is trying to capture high-street 
. business. 

|. The timing of its push is fortunate. Hav- 
_ ing honed mass-marketing and product- 
'5 management skills in the US that resemble 
those employed by successful consumer- 
. . products companies, four out of 10 Citicorp 
. employees in the region are busy applying 
- the same methods to a burgeoning middle 
.. dass. Asia's newly affluent workforce, in- 
|. €reasingly in need of car and home loans 
гапа packing one or more credit cards, is 
. eating it up. 

|... Although the New York-based bank 
-.. does not publicly break down its consumer- 
... banking revenue by region, its 1989 results 
. show net income from global consumer 
«banking climbing 35% from 1988 to US$842 
. million. The lion's share of this is derived 
|... from the US, but Citicorp executives say the 
. Asia-Pacific region is making a significant 
and growing contribution. 

“We have the broadest consumer-bank- 
_ ing franchise in [the region], although in in- 
. dividual countries, there are stronger local 
_ banks," says Asia Pacific division executive 
- Steven Baker. "It has been profitable for the 
- last several years, and growth is good. We 
_ ате well into double digits in terms of rev- 
enue increases." 

<o Citicorp is well placed in its bid for 
dominance in this banking sector. The bank 
has economies of scale working for it as the 
. largest lender in the US and offers a wide 
array of mortgage and instalment-lending 
products. It is also the largest credit card is- 
r, with roughly 12% of the entire US 
rket. Citicorp chairman John Reed, who 
ilt his name in the consumer side of the 
с, has targeted global consumer bank- 
g as an area for sustained expansion de- 
ite the relatively thin margins available. 
The institution has had a presence in the 
ia-Pacific region since 1902, when its 
forerunner, International Banking Corp., 
t up a Shanghai office. The bank cur- 
ntly has 128 branches in nine Asian coun- 




























its Thai finance company and Ci 





Australia. and Hongkong, including - 





ocally. incorporated bank in the 
ppine Cama is either the, ae 


foreign bank — or close to it — in Japan, 
the Philippines, Thailand, Taiwan, South 
Korea and Australia. 

The bank is also on strong financial foot- 
ing after a protracted bad patch stemming 
from heavy lending to Third World coun- 
tries. In 1987, Citicorp sustained an overall 
loss of US$1.18 billion, reflecting the largest 
write-down ever by a bank. 

In January, Citicorp swallowed its pride 
a second time. It announced a further pro- 
vision of US$1 billion against poorly per- 
forming sovereign loans that resulted in a 
reduced after-tax profit for 1989 of US$498 
million. 

Despite the profit squeeze, Citicorp 
stepped up the pace of expansion last year 
in the Asia-Pacific region. The bank an- 
nounced that it would open five more 
branches in South Korea and bought for an 
undisclosed price credit card franchisee 
Australian Card Services, which overnight 
brought the US bank 400,000 new credit 
card customers. It also introduced its “Citi- 





One” multiple-currency accounts in several 


countries and “Mortgage Power,” a slickly 
packaged home-loan package aimed at 
middle-class home buyers. 

Citicorp is generally alone in its quest. 
Bank of America, which once had a thriv- 
ing consumer business in the Asia-Pacific 
region, was forced by financial problems to 
retreat. And while Hongkong & Shanghai 


Banking Corp. has a strong consumer- . 


banking presence in Hongkong, Singapore, 
Malaysia and Australia, only Citicorp 
covers the entire region. 

Nor are the Japanese lenders. Slow to 
develop consumer-banking products in 
their home market, big city banks such as 
Sanwa and Mitsubishi are concentrating 
more on establishing a high-street presence 


in California than in their own backyard. 
Other major regional banks, either do not 
‘have the capital or skills to compete outside 
.. heir own markets. | 
А major reason why other banks are not 


charting the same course is that it is far 


on corporate lendir 8 г 


smaller lenders away, 


STERN ECONOMIC REVIEW 





nc “treasury opera- 
tions. Most countries in the region limit the 
number of branches of foreign banks, cut- 
ting off the most traditional route to estab- — 
lishing a consumer banking pre 

Without a large local deposit base, it is 

risky to engage in large-scale 
retail lending. It is also laborious to locate 
small customers without a large number of 
offices dotted throughout a territory. 

Citicorp is attempting to get around the 
branching constraints in several ways. To 
build deposits, the bank has entered into 
agreements with — and sometimes offered 
its advanced technology to — local finan- 
cial institutions with large automatic-teller 
machine networks. It also selectively using 
corporate. client liabilities and interbank 
lines to bolster its consumer-asset base. _ 

On the lending side, Citicorp uses its 
branches primarily. as processing points, 
deploying officers to drum up business by 
teaming up with real estate agents and 
dealers to sell mortgages and car loans. ) 
bank's private-banking arm, which is 
aimed at capturing rich individual clients, 
does much the same thing; it sends officers 
around to pricey art auctions and boat sales 
to find potential clients. 

Citicorp is also concentrating wherever 
possible on becoming a major issuer of cre- 
dit cards. The bank is pushing its own Di- 
ners Club, as well as MasterCard and Visa, 








. for which it holds franchises in several 


countries. Like American Express, which 
stuffs its billing envelopes full of sales 
come-ons, Citicorp is using the credit card 
business to sell other services. 

At the same time as Citicorp builds its 
different lines of business, the bank has 
been hammering away at the protectionist 
barriers preventing it from growing further. 
Its hard-nosed approach to gaining a level 
playing field has alienated some govern- 
ment officials and competing bankers. 
These critics accuse the giant bank апа 
chairman of extraordinary arrogance.: put 
they also grudgingly admit that Citicorp's 
pugilistic style usually works. 

Ín South Korea, for instance, Citicorp - 
has won more fresh branch licences than 
any other foreign bank, despite upsetting 
authorities by engaging in unorthodox for- 
eign-exchange swaps. The bank's com- 
petitors accused the local Citicorp chief of - 
using his position as head of the foreign 
bankers' association to win the licences at 
the expense of the group as a whole. 

In Thailand two years ago, Citicorp un- 
ilaterally tried to break a longstanding, in- 
formal and highly profitable interest-rate 


cartel, figuring that it could compete better. 





а freer environment. While the move 
brought Citicorp the collective wrath of the - 
local banks, it succeeded in the end by 
the Krung. Thai Bank and a T 
from the pack. 













Theres Ап 
Ocean Of Difference 








Between Them. 





"TAKES AN OCEAN TO DEMONSTRATE 


THE DIFFERENCE BETWEEN THE BAE | 


800 AND THE NEW BAE 1000. 
WITH ITS UNPRECEDENT: 


— 


ED MID-SIZE RANGE OF 4.150 
STATUTE MILES, THE 1000 CAN EASILY 
CROSS THE ATLANTIC. THE 800 EASILY 
CROSSES CONTINENTS WITH ITS OWN 
IMPRESSIVE RANGE OF 3.450 STATUTE 
MILES. 

THIS DIFFERENCE ASIDE, THESE 
TWO REMARKABLE AIRCRAFT HAVE A 
STRIKING, BASIC SIMILARITY. BOTH ARE 
BORN OF THE SAME UNPARALLELED 


EXPERIENCE, THE SAME RIGOROUS 


DESIGN STANDARDS THAT BRITISH 








AEROSPACE IS FAMOUS FOR. 
THE 1000 HAS A CABIN NEARLY 
THREE FEET LONGER. AND 
NEW PRATT & WHITNEY 305 TUR- 
BOFAN ENGINES THAT ARE THE MOST 
POWERFUL IN THEIR CLASS AND SIGNIFI- 
CANTLY MORE FUEL EFFICIENT THAN 
THE COMPETITION. 
THE 800 IS THE ESTABLISHED MAR- 
KET LEADER IN THE MID-SIZE CATEGORY. 
ITS RELIABILITY IS LEGENDARY, WITH A 


REMARKABLY LOW MAINTENANCE 


HOURS TO FLIGHT HOURS RATIO. PRO- 
DUCTION IS SET TO CONTINUE WELL INTO 
THE 1990'S. 

BOTH AIRCRAFT HAVE CABINS FIVE 
FEET NINE INCHES IN HEIGHT, HEAD- 
ROOM FOUND IN NO OTHER MODERN MID- 
SIZE CORPORATE JETS. BOTH OFFER 
CABIN INTERIOR ARRANGEMENTS TO 
CUSTOMER CHOICE, AND BOTH REPRE- 
SENT CONSIDERABLE IMPROVEMENT FOR 


THOSE WEIGHING THE BENE- 








FITS OF UPGRADING FROM 
\ SMALLER AIRCRAFT. 
THE 800 IS 
AVAILABLE RIGHT NOW. 
1000 DELIVERIES, STARTING 

IN THE SPRING OF 1991, ARE AT 
LEAST THREE YEARS AHEAD OF THE 
COMPETITION. 

FOR MORE INFORMATION ON THE 
BAE 1000 OR THE BAE 800, WRITE: COR- 
PORATE AIRCRAFT SALES, BRITISH 
AEROSPACE (COMMERCIAL AIRCRAFT) 
LIMITED. HATFIELD, HERTFORDSHIRE, 
ALio 9TL ENGLAND. TELEPHONE 
(0707) 262345. IN THE USA: KENNETHC. 
SPINNEY, VP MARKETING-CORPORATE, 
BRITISH AEROSPACE, INC., P.O. Box 
17414, WASHINGTON-DULLES INTERNA- 
TIONAL AIRPORT, WASHINGTON, D.C. 


20041. OR CALL 703-478-9420. 


BRITISH 
AEROSPACE 


CORPORATE JETS 
















: By Carl Goldstein i n n Taipei aa 


suited for its role in Taiwan's busi- 
J ness limelight. Although millions 
of aficionados in Taiwan — and many 
_ throughout Southeast Asia and the Sub- 
continent — enjoy chewing the traditional 
«nut and fruit concoction for its bitter flavour 
_ and mild stimulative value, polite society 
X. continues to frown on the habit. 
n It is not difficult to understand why the 
betel nut is viewed with distaste by some 
_ people. Spitting out the nut, as custom 
== demands, leaves blood-red stains on 
_ sidewalks and roadsides — not to mention 
_. chewers’ teeth. Worse, the habit simply is 
. not in keeping with the modern, hi-tech 
-image Taiwan likes to promote these days. 
v 0 Skyrocketing production, health au- 
|. | thorities’ warnings and farmers’ ire about 
. smuggled Thai betel nuts, however, have 
_ brought the problem closer to the forefront 
. Of an already-crowded. social and political 
. agenda. Street sales of the nut regched 
. US$2.8 billion a year in 1988, according to 
. the American Institute in Taiwan, the US 
^ quasi-embassy. Although up-to-date official 
statistics are lacking, it is clear that last 
year’s figure could easily have surpassed 
__US$3 billion. 
The Taiwan Provincial Department of 




























ECONOMIES 


СОМА Hine het mentem tme nem on e uta A Aen TT IN T e ff Me esteem mm nmn Im AE Meets ii ht 


By Colin James in Wellington 


W he pay-off for New Zealand com- 
panies after five years of economic 
M. restructuring still looks some way off 
llowing a sharp worsening of the coun- 
y's balance-of-payments deficit in the sec- 
nd half of 1989. But most economists are 
aying down the slump, and the govern- 
ent has rejected any alteration to its eco- 
Qc management, saying it is on a long 
ack for recovery. — 
The balance-of-payments figure for the 
ird quarter, released on 15 February, 
showed a deficit widening to NZ$1.68 bil- 
in (US$994 million) from NZ$555 million 
re second quarter. The gloomy results 











Jetel nuts rival rice as Tatwan's top crop 


he humble betel nut appears little 


low 2x а po dre P bus dairy products, aluminium, uper and 





Nuts to the chuppies. 


Agriculture and Forestry (PDAF) estimates 
that the area planted in betel nuts in 1989 
rose 38% from a year earlier to 33,000 ha, 
up 10-fold from 1980. Total production ton- 
nage is estimated to have increased by 
more than five times in the period. 

This sort of growth leads PDAF officials 
to speculate that betel nuts have passed 
sugarcane to become Taiwan's second most 
valuable crop after rice in production terms. 
Some officials say the nut may even chal- 
lenge rice for the No. 1 position in the coun- 


Хеш Zealand faces sharp rise in payments deficit 


o miracle at hand 


of NZ$322 million in the first quarter. 

Economists expect a similar, or slightly 
wider, deficit in the fourth quarter, based 
on a continuing deterioration in the trade 
statistics. In the fourth quarter New Zea- 
land recorded a merchandise trade deficit 
of NZ$876 million, compared with a year- 
earlier surplus of NZ$574 million. This is 
likely to bring the total balance-of-payments 
deficit for the year to about 5% of GDP, or 
more than NZ$3.5 billion, compared with 

1.6% of GDP in the first quarter. 
Such a trade deficit has alarmed some 


economists and businessmen critical of the 


govenments economic policies. Because 
New Zealand is highly dependent on 
commodity exports — principally meat, 


substantially overvalued Я 


The booming: demand | a betel n nuts Sak 
could 1 be. taken as an indication of rising 
affluence among the predominantly male 
working-class. chewers of the stuff. But 
spreading stains on sidewalks throughout 
Taiwan provide vivid proof that conspi- 
cuous consumption-oriented chuppies 


? (Chinese urban professional i income earn- 
. ers) in their Guccis and Mercedes are 1 






the only ones. епјоуі ng the benefits of 
Taiwan's new economic miracle. 

All this is providing little comfort to 
health officials. Studies have shown that 
the betel nut's alkaloid properties increase 
the risk of mouth, throat and stomach 
cancer for habitual chewers. Subsequently, 
the nut was included in the Juvenile Well- 
Being Act, effective 1 January 1989, which 
also prohibits the sale of tobacco products 
and alcoholic beverages to under 18-year- 
olds. The law also contains provisions for 
an NT$6,000 (US$230) fine for violators. - 

Although some experts say the leg’ ` 
tion could have a dampening effect or . 
mand, critics say the law is toothless, much 
like longtime betel nut chewers. The main 
problem, they complain, is the law's en- 
forceability. 

Betel nuts are sold at about 70,000 
mostly unlicensed roadside stalls, where 
the concoction is prepared on the spot. 
Vendors generally mix a bit of nut with a 
tiny slice of the fruit and a dash of lime 
paste. Consumers pop the mixture, wrap- 
ped in a leaf, into their mouths, chew апа. 
spit. 
i Since the government is incapable of 
forcing vendors to pay taxes, it strains cre- - 
dulity to think that anyone is watching over 





paper — they say continuing high prices 
for most of these commodities should be 
translating into a trade surplus. 

These critics say the deterioration in 
New Zealand's balance of payments i: | 
result of consumer buying and not in. .... 
ment, which would signal underlying re- 
covery. In 1989, car imports jumped 95%: 
from a year earlier, while imports of con- - 
sumer goods climbed by 26%. Such ine 
creases, this group says, indicate a substitu 
tion of imports for local production. Exports - 
in the second half of 1989 were at the year- | 
earlier level. 2 

Len Bayliss, an. independent economist, e 
says the widening trade deficit is serious - 
because the terms of trade are now turning | 
down. “It shows there is an enormous dis- 
equilibrium in the foreign-exchange earn- 
ing sector and the [New Zealand dollar] is 








land currency is currently valued at 59 us e 
cents. T 
But much of the import surge last year ig: | 
a combination of. government policy mis- 
takes and tempi off f ‘such 







































concerns apparently are not troubling 
‘Taiwan's farmers, who are increasingly 
shifting land devoted to rice, pineapples or 
‘sugarcane to more profitable betel nut pro- 
‘duction. In southern Taiwan's Pingtung 
county, the centre of betel-nut growing, 
local lore has it that a single year's crop 
.from three trees is enough to pay for a 
: year s college tuition. 
2 Perhaps this explains why tempers 
‘sometimes flare in Taiwan's agricultural 
| heartland. In one incident last year, about 
200 farmers besieged the offices of the 
; Pinstung county magistrate, demanding 
immediate government action to stem the 
rising tide of smuggled betel nuts. 
` Customs authorities last year seized a 
shipment of 1,400 kg of Thai betel nut with 
an estimated street value of US$115,000, 
while another haul yielded 2,400 kg. Most 
of the smuggling originates in Thailand, 
but some of the illegal trade is being carried 
out by fishing boats from southern China. 
nlike health officials, agricultural offi- 
c... wax poetic about the betel nut: "[The] 
nuts are truly the most beloved in the 
hearts of our friends, the farmers," says an 
extension worker at the PDAF's special crop 
department in an annual survey of the betel 
nut crop. 

Other government departments are 
looking for a way to develop an export in- 
dustry. But exporting the nut is proving dif- 
ficult because it must be processed and 
chewed while fresh. In order to modernise 
the business, a way must be found to can it 
or apply methods of refrigerated transport 
that have enabled other kinds of valuable 
fresh. produce to be shipped to markets 
thousands of miles away. п 









аз a surge in disposable income for some 
groups. This camp believes the govern- 
ment's tighter monetary policy in the sec- 
€" alf of 1989 will slow imports consider- 
( this year. At the same time, it points 
out, the country's export slide should ease 
with the passing of such temporary factors 
as last vear's drought and the withdrawal 
of China — New Zealand's biggest wool 
customer — from the market because of po- 
litical upheavals. 

Merchant bank Fay Richwhite says im- 
ports have been slowing since the govern- 
ment tightened its grip on monetary policy. 
The bank also notes that import figures in 

the second half were inflated because of air- 
craft purchases, which noticeably distort 
trade figures in a small economy like New 
Zealand's. 

Still, economic growth is likely to be in 
the 2% range in the short term, barely 
enough to keep unemployment from ris- 
пр. And even the staunchest supporters of 
.the government say officials may have to 
-modify their policies in efforts to stimulate 
[ growth. n 





i ys the product. At any rate, Беш 


-comed — what starts out looking like a series of welcome 
tions of regional cooperation simply slip away into oblivion. - 


sider the fate of the Asean car project — a dream pursued by politici 


. level. One body potentially suited to this role is the Pacific Basi 


` Apec as the Asean Chamber of Commerce has in Asean — meo ы Мп, 
` warmth into the idea of a business: com- i AS 


— Clyde Prestowitz as head of the US- 


gion, particularly Japan and the US. The 


| moved from. PBEC'S $. traditional, more convivial r 


 ànd defend business’ role throughout the Apec regi 
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INVISIBLE 


on the political f front. In November p 


take the first steps to build a mber Pici sia-] о e 
E forum. Јаре, South Korea, Taiwan, the. six As sean 


business. | ee 
а between governments on busingse' ыы | 





degenerate into an orgy of bureaucracy. But more often, ring n 
But where politicians publicly fail, businessmen often succe 


decade. Where they have failed, Japanese manufacturers have ше 
al lowering of tariff barriers for car parts. qun : 

Nevertheless, business needs to respond to the idea of А; ec оп ar instituti on al c 
Economic Council 
1 the same role in _ 
ja a little as 


y won. a region- C 


(PBEC). PBEC is a sort of businessmen's club which could play mi 





munity. 
This makes the appointment of 


chapter of PBEC (PBEC-US) all the more 
challenging. Prestowitz is, of course, the 
formidable former US trade negotiator, 
and founder and leader of the Economic: 
Strategy Institute — a body dedicated to 
awakening Americans to the competi. 
tive challenges facing the nation. — 
.Prestowitz agenda for PBEC-US is 
wearyingly familiar — greater trade and - 
investment conditionality to deal with 
the structural, cultural, policy апа іп- 
stitutional differences between the re- 





degree of effective mutual reciprodty, 1... _ 
the argument runs, can only be асси- Hands across the sea. 

rately measured on a results-achieved — ЗАР | 
basis. PBEC-US is demanding US Government intervention. on the. microeconomi 
level to help American business. : | кра 
. PBEC-US' emergence as another body d devoted to trade crusading is i 














nationalism reflects the US’ real sense of grievance against th 
to have worked out in practice. Second, this adds wei, ht to the: 
high-profile international forums are not the best way to resolve th 
lems. Attempts, such as the Structural Impediments Ir itiative 
arc-lights of the world's media, are by their nature more Tikely to ger 
light. CNN 

Phe conduct of the Sii meetings demonstrate the deed for busta 
each other, both for their mutual benefit and to forestall the like 
cians meeting to command a better world. And PBEC is one body 
done, even if PBEC-US is now less likely to be шаш cordial. px 








B Philip Bowring 


he weather has changed. Clouds, 
in the form of higher interest 
rates, had been gathering for 
some months. Then the new 


Bont announced its arrival with a sudden: ` 


‘squall — the collapse of the Tokyo stock- 
. market. Calm will return, but behind the 
new front is a very different weather pat- 
. tern from the one that had prevailed for 
| half a decade. It will not necessarily be a 
Баа climate for global economic growth. 
. But it is likely to be a time of reckoning for 
-those financial markets which have pros- 
: pered out of all proportion to the econo- 
. mies on which they are based. 
|. The drama has been provided by Tokyo 
|... because of its vulnerability to reverse. The 
big-league star of the era of excess liquidity 
. Was bound to fall fastest when conditions 
. changed. (Little-league superstar Taiwan 
(Will suffer even more.) e 
_ Specifically Japanese conditions were 
only a secondary factor in the Nikkei’s de- 
mise. The principal proximate cause has 
-been the rise in Deutschemark bond yields 
ап recent months — an increase almost as 
_ Surprising as the political developments in 
_ Eastern Europe which gave rise to it. 
With long-term bond yields touching 
9% іп a country with one of the world's 
- highest savings rates and lowest historical 
. rates of inflation, there had to be a major 
. global follow-on. Global interdependence 
"meant that yields on a rather weak yen 
were bound to follow a couple of steps be- 
hind. And even before the Japanese elec- 
n, there were plenty in the Bank of 
pan, the central bank, who were more 
an happy to see higher rates to ward off 
the inflationary effects not only of a weak 
n but of several years of double-digit 
on tary growth. One price of interna- 
-cooperation to achieve a soft- 
€ for the US economy has 
en inflationary credit creation in 
pan and West Germany. 
‘Nor could the US ignore the 
ind. Inflationary dangers in the US 
be more modest than Federal 
Reserve Board chairman Alan Green- 
span cares to suggest. But there can 
be no independent monetary policy 
or a nation which still has.a US$100 
on annual current-account deficit 
гап ныш savings perform- 
























































The West Germans are worried in the 
short term about the inflationary impact of 
monetary union with the East and, in the 
longer run, of the investment demands of 
Eastern Europe. In the medium term, low 
East European wage rates may hold down 
European inflation, long driven more by 
wage rigidities than by demand. 

But for now, the fear is of excess de- 
mand. At another time, that might have 
just been a European problem. Indeed, an 
East European stimulus for the West would 
have been looked upon as heaven-sent 
treatment for Eurosclerosis. But the West is 
already in the fairly advanced stages of a 
boom, partly in response to both 1992 
plans and the integration of the Iberian 
economies into the EC, even before eco- 
nomic expansion in Eastern Europe gets 
under way. Japan's boom is also in a rela- 
tively mature stage, with growth being led 
for the third year running by domestic de- 
mand rather than exports. 

Japan in fact provides a good illustration 


of what has happened to most of the OECD 



















countries plus the NICs over the past dec- 
ade. The early 1980s recession (a product of 
the 1979-80 oil and commodities boom) was 
followed by a long period in which much of 
the recovery in demand could be met out of 
existing capacity. At the same time, low 
commodity prices brought terms-of-trade 
gains which enabled both savings rates and 
wages to rise in a non-inflationary manner 
and corporate profits to surge. Dollar 
surpluses, . fuelled by US consumer de- 
mand, stimulated increases in. exporting 
nations’ money supplies. 

More savings were chasing relati | 
fewer new investments. The inevitable .. 
sult: asset-price inflation. At the same time, 
much of the capitalist world was enjoying 
financial deregulation, which increased the 
importance of capital flows, relative to 
trade, in international transactions. Mean- 
while, bankers, starved of 1970s-style lend- 
ing opportunities, turned to Tokyo real es- 
tate speculators, New York's leveraged 
buyout masters and Australian. beer ba- 
rons. 


o, what is new. now? Firstly, the 
gradual rise in investment in OECD 
countries other than. the. US. 
Secondly, the apparent fall in sav- 
ings in most OECD countries and the NICs. 
This has occurred for three reasons: de- 
mand stimulus and exchange-rate re- 
alignment brought about specifically to 
try to reduce trade surpluses; strong con- 
sumer demand induced by asset-price. 
inflation and labour pressures; a dec 
in the terms of trade induced by the recov- 
ery of oil prices. The confluence of these - 
events is seen in various ways. Japan's. 
trade surplus in January fell to a mere - 
59342 million; Taiwan's savings rate fell to. | 
31% in 1989 from 38% in 1987 and is ex- 
dpi to fall to 29% this year; and forthe- 
, fifth year in a row, capital formation ; 
4 will exceed GNP growth in West Ger- 
'9 many and France. A 
There are exceptions: Hador 
has a curious combination of high — 
inflation .and savings апа static 
domestic demand. Capital spending 
. in Australia is at last about to fall vic- 
tim to high interest rates. But the 
global pattern is distinct. 
Meanwhile, the US does not pree 
j sent a very idus e picture for. 








къ в ЗЕ Б УО а.а:‏ کا 
Aree с, Л „ ды L7 2" 3‏ 


“iy Жыла EX HL" VEI To = GUSTA <i. ы | 
te 
v 





to be corporate profits, which have nose- 
dived. This is dismal news for the US' 
savings performance and thus for the trade 
picture. If the Japanese do not finance 
the current-account deficit, who will? 
The West Germans have other priorities, 
and after years of budget cutting, oil 
producers are more likely to spend than 
hoard their increased incomes. But if the 
Japanese do continue to finance most of the 
US deficit, what will that do to the уеп? The 
Japanese surplus is now declining very 
much faster than the US deficit. 

At bottom, the savings-investment re- 
lationship in the OECD and NICs is changing 
at the same time as there may be a general 
shift of advantage away from the OECD and 
NICs towards the commodity producers, 
Latin America and the new unknowns of 
the former Soviet empire. This presents op- 
portunities as well as problems. 

Meanwhile, the strength of domestic 
demand in Japan and the Nics will pro- 
vide plenty of economic stimulus to Asian 

hbours. But foreign stimulus for finan- 

markets will be reduced just as interest 
rates are rising for a combination of domes- 
tic and international reasons. 


Yields on the rise 
: 


7-10 years government bonds 
% 
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rhus, Thailand may continue to prosper 
economically, but its low savings rate will 
expose the vulnerability of its financial mar- 
kets to foreign interest. Malaysia has fewer 
problems with domestic savings, though 
overheating of the economy may be near. 
Its stockmarket has been more driven than 
most by foreign demand. Australia's over- 
leveraged entrepreneurs and industrialists 
will remain a disaster area. But a debt-light 
mining sector would benefit from the next 
collapse of the Australian dollar. The Hong- 
kong market will continue to be an excep- 
tion to most trends and will be the only 
beneficiary of the collapse of Taipei stock 
prices. 

Japan, South Korea and Taiwan will 
continue to import more from around the 
region. But in the wacky world of eco- 
nomics, that will do more harm than at 
to stockmarkets. 
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Tokyo policy split shakes confidence 


Caught in two minds 


By Anthony Rowley Rowley in Tokyo 


hile Tokyo's battered stockmarket 
үү: а weakened апа shaky yen 

peered into the future and re- 
coiled from what they saw, the economic 
and financial architects of Japan’s economy 
remained locked in disagreement over 
domestic interest rate policy. 

The chief reason for the sudden plunge 
in stock and currency markets was an ap- 
parently strong difference of opinion be- 
tween the Bank of Japan (Boj, the central 
bank), and the Ministry of Finance (MoF) 
over interest-rate policy, and the unwilling- 
ness of both to offer an explicit view which 
would calm the markets. 

Central bank governor Yasushi Mieno 
— a career Во) man who favours a more in- 
dependent stance, like the 
US Federal Reserve or Bun- 
desbank, stance for the cen- 
tral bank — has made ob- 
lique public statements 
about the dangers of the Ja- 
panese economy unravel- 
ling, like the stitches on a 
kimono, if an inflationary 
psychology is allowed to 
take hold. 

Finance Minister Ryutaro 
Hashimoto, who has strong- 
ly opposed successive at- 
tempts by Mieno to raise in- 
terest rates and tighten 
money supply, has not yet 
felt obliged to defend his 
position publicly, though 
MoF Officials privately seek to present them- 
selves as defenders of already fragile mar- 
ket confidence. 

The argument between the вој and the 
МОЕ centres on whether, as the bank be- 
lieves, pervasive inflationary expectations 
need to be tempered by a further tightening 
of monetary policy, or whether the prob- 
lem is limited to “asset” inflation which can 
be tackled through stronger MoF guidance 
to lending institutions. 

Although short-term market rates have 
already risen appreciably in Japan, thus in- 
fluencing the cost of funds and lending 
rates for banks and other financial institu- 
tions, the Boj sees a strong need for a sym- 
bolic further rise in the official discount rate 
(ODR). 

Another problem is the extent to which 
Japan needs to coordinate its domestic 
monetary policy with that of the G-7 group 
of leading industrialised countries, in order 





FAR EASTERN ECONOMIC REVIEW 





Hashimoto: policy rift. 


to prevent interest-rate influences in Japan 
transmitting themselves elsewhere via the 
foreign-exchange market. 

The vice-minister for international affairs 
at the МОЕ, Makoto Utsumi, is believed to 
have argued that nothing should be done 
on interest rates which would force the 
hand of the Federal Reserve in its efforts to 
preserve a balance between recession and 
inflation. At a critical juncture in US-Japan 
trade relations Utsumi sees this as impor- 
tant. 

But sources close to the central bank in- 
dicated to the REVIEW their view that Japan 


can best meet its international obligations _ 


by preserving price stability at home, thus 
permitting the economy to continue ex- 
panding and acting as a locomotive of inter- 
national demand. Domestic interest rate 
changes in Japan, and any 
shifts these may induce else- 
where through shifts in the 
yen parity, will be the un- 
avoidable price for such sta- 
bility. 

Sources close to the MOF, 
on the other hand, stress the 
need to avoid any measure 
— such as a further rise in 
the ODR — which could 
damage confidence and 
growth. The Mot is also con- 
cerned about the need to 
maintain tax revenues and 
to minimise its own funding 
costs in the domestic bond 
market. 

Nominally at least, Ja- 
panese Prime Minister Toshiki Kaifu has to 
arbitrate between the two positions, be- 
cause his authorisation is needed for any 
rise in the ODR. But Mieno is unlikely to 
have an opportunity to argue his case be- 
fore Kaifu flies to the US to meet President 
George Bush on 2-3 March — а meeting 
which itself is expected to influence Kaifu's 
policy stance. 

According to former colleagues, Mieno, 
now in his 60s, was strongly influenced by 
Japan's traumatic experience in the early 
1970s under former Во] governor Tadashi 
Sasaki, who failed to act quickly enough to 
suppress inflation following the first oil 
shock. 

Then, liquidity was allowed to rise in 
order to ward off recession. The result was 
sharply rising prices. Although there is no 
exact parallel with the current situation, 
source close to the Во] point to the recent in- 
creases in Japan's money supply as a por- 
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tent of possible problems. 
.. Swiss Bank Corp. pointed 
¿Out in a recent anaylsis too that 
the rate of growth of nominal 
money supply (M2 + CDs) rose 
to 10,6% year on year by last 
December — well ahead of 
Boy's target of 9%. By January 
this year, the annualised rate 
had accelerated to 11.596 
Another factor strongly in- 
fluencing the Во] is its percep- 
tion of a double-headed infla- 
tion threat in Japan. Although 
bank officials privately ac- 
knowledge that “it is impossi- 
ble to rectify high land prices 
(through monetary policy” — 
_ because these are rooted in so- 
= Gal, legal and fiscal policy — 
_ the inflationary psychology in- 
—— duced by  "sky-rocketing" 
с must be addressed. So too 
.. must current-price inflation. 
| The Bo} recently adopted a new ap- 
proach towards measuring inflation. in 
_ Japan by applying what is known as the 
_°Р-б{аг” formula, devised by the US Fed- 
_ eral Reserve. This measures potential pres- 
‚ sure on prices by taking into account “real” 
`; economic factors such as industrial capa- 
. city utilisation and currency effects on 
27 prices. 
Whereas the consumer price ihdex 
_ Shows modest inflation levels in Japan — 
the annualised rate actually fell from 
2.7% to 2.4% between the second and 
fourth quarters of 1989 while whole- 
sale prices are also relatively stable — 
«(the P-Star index convinced the central bank 


































' Higher interest rates, and the fear of more 
to come, are not about to knock the stuf- 

















Not = ds movements in v property 
alues normally 







twee 









fing out of Japan’s booming real estate 
ер ог, at least not to the same ios 


lag 1ovements i in Share 
e in US real estate market. © ee 
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Mieno and his monster task. 


that there is “rising pressure on prices." 

According to David Pike at broker UBS 
Phillips & Drew in Tokyo, this measure 
shows that "inflationary pressures in Japan 
are as great now as they were at the time of 
the second oil shock [in 1979]." 

Meanwhile, the Boj sees the fact that 
long-term interest rates in Japan have 
begun to move up as additional evidence of 
rising inflationary expectations. Although 
short-term rates began to creep up as long 
ago April last year, long-term rates re- 
mained flat because markets perceived the 
nse at the short end as а temporary 
phenomenon. 

After three successive rises in the ODR — 


: А state of the nation 


bourid on securities, since land is the main 


source of collateral for leveraged invest- . 


ment in the stockmarket. 
The doubling of prime real estate 
values i in Tokyo and other major cities in 


1986-88 may have been a major factor in 


го all transactions involving plots of m 
жап а specified minimum i 
dysts. daim acidi main i 


сарба: of 1989 . — йкы. 
rates began rising at the begin- 
ning of this year, a factor 
which the Во] perceives as 
“crucial.” Yet despite this and 
the accompanying reduction of 
real interest rate differentials 
between Japan, the US and 
West Germany, the yen has 
continued to. decline. 

The yen’s fall was especially 
marked immediately following 
the lower house elections in 
Japan on 18 February, even 
though the Liberal Democratic 
Party victory took at least some 
uncertainty out of the political 
equation. The Bo} sees this too 
as evidence that the foreign- 
exchange markets require a 
greater premium now to com- 
pensate for inflation expecta- 
tions in Japan. So far, interven- 
tion by the BoJ in foreign-exchange mar 
in defence of the beleaguered yen has b... 
modest, though it is likely to be stepped up 
somewhat. 








Ithough the central bank will offer 

no view on the likely course of in- 

terest rates, the markets in Japan 

are now braced for a rise of three-quarters 

of a percentage point in the ODR in the 

near term — taking it to 5% — and a fur- 

ther rise of half a percentage point by the 

spring, in time for the annual wage negotia- 
tions. 

Apart from dampening inflationary ex- 

pectations and perhaps moderating id 


The Tokyo орана goveriment ۰ 
started trying to discourage speculative 


. land purchases in 1988 by introducing a 





system of price monitoring which applies 
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settlements, this would have the effect of 
closing nominal interest-rate differentials in 
the Euromarkets, thereby stengthening the 
үзү, 

The Bo} believes that without a stronger 
yen, and а consequent easing of pressure 

on imported raw material prices, Japanese 
companies will be unable to absorb further 
domestic cost pressures and will have to 
pass them on to consumers, further exacer- 
bating inflation. 

The labour market has become ex- 
tremely tight in Japan — especially in areas 
such as construction — because the econ- 
omy is operating at close to capacity. While 
the spring wage offensive or shunto is still 
expected to result in fairly moderate wage 
increases of around 6% (excluding bonus 
es), BoJ officials continue to stress the dan- 
gers of wage inflation. 


and d. Nagoya. ‘Prices are also begging to 
climb steeply in medium-sized cities such — 
as Utsonomiya, the capital of Tochigi pre- ` 
есше, about 150 km north of Tokyo. — 
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the MoF remains convinced that “asset price 
inflation is much more serious than infla- 
tion in goods,” according to sources close to 
the ministry. These sources say the МОЕ 
now acknowledges that it “underestimated 
and was not bold enough in dealing with” 
land price inflation. 

Dealing with this is seen or the domain 
of the МОЕ because, unlike the Boj, it has 
power to influence bank lending through 
administrative guidance. The Mor is said to 
be preparing stricter lending guidelines for 
banks, which will limit their lending for 
land purchases. 

Sources close to the MoF argue too that 
the ministry has a responsibility to main- 
tain high growth in domestic demand, 
which implies the need for overall GNP 
growth rates of around the current annual 
4% level. 

This will ensure that tax revenues are 
buoyant enough to meet government fund- 
ing requirements without further resort to 
so-called “deficit bond” issues (covering 
budget spending on current account) 
which are now being phased out. Mean- 
while, “construction bonds” (which finance 
capital-account spending) can be issued at 
yields acceptable to the government and 
the market only if interest rates are held in 
check. 

The ministry also stresses the need to 
maintain confidence in Tokyo's battered 
stockmarket, and to prevent a "global col- 
lapse" being triggered by Tokyo's prob- 
lems. The dispute between the MoF and Во] 
over interest rate policy could well have the 
reverse effect, however, if it is not resolved 
soon. E 


dade of other. investment opportunities. 


Ín contrast with the US, Japan has 


| taken: no steps to broaden the real estate 

market through securitisation. Securitisa- 
me of the main factors behind revived 
— wider variety of projects, including some 
-was a boom in construction ofcon- . 
| . developers to finance. But this is. not . 


tion would. encourage | funds to flow into a 
which may be too risky for conventional: 


favoured by the Ministry ОЁ Finance, dn 








еју to] yurst: any time soon, in his: орі o 
on. For that. to happen the government 


would have to increase the supply of land. 
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However logical the вој case appears, Е 


part because the formation of private in- a 

















Tokyo searches for 
US scapegoat 
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бы. session - =. -indicated a pitched battle 

not so much between bulls and bears as be- 
tween quasi-official intervention and mar- 
ket forces. | 

One popular interpretation of this was a 
that the good guys, in the shape of the big 
four Japanese securities houses, were seek- 
ing (with some official persuasion) to prop | 
up the collapsing market while the villains, — 
in the shape of US and other foreign brok- | | 
ers, were continuing to sabotage it by arbit-. 
raging from the futures market to the cash. 
market. S 

This theory appeared to hold water in . 
the days immediately following the initial _ 
sharp crash of over 1,200 points on 21 Feb: - 
ruary. Futures market operators were sell 
ing in the cash market many of the shares _ 
in the Topix stock index futures contract. _ 
But this had reversed by 26 February when __ 
these operators were again going long оп. 
the cash market, which nevertheless con- 
tinued to plunge. SPA 

The attempt to identify culprits for the 
Tokyo Stock Exchange (TSE) collapse — in 
the shape of US houses such as Salomon 
Brothers, Morgan Stanley, Goldman Sachs 
and Merrill Lynch among others — culmi- 
nated in the Ministry of Finance (MoF) and 
the TSE seeking guidance from the US Sec- 
urities and Exchange Commission and the 
New York Stock Exchange on how to mini- 
mise the whiplash effect of computerised 
program trading on the Japanese market 

Stock index futures were introduced | 
Tokyo only in October 1988 — though 
form of index futures was traded prev 
ously on the Osaka exchange — and as y 
Japanese securities houses have not parti 
pated to any great extent. This makes 
easier for the authorities to point an accu 
ing finger at foreign brokers. 

The MoF held meetings on 27 ЗЕР | 
with the big four — Nomura, Daiw 
Yamaichi and Nikko — to discuss suppc 
tactics for the market. The Nikkei avera 
closed 576 points higher that day at 33, 89 
after wild swings. 

Sentiment was helped somewhat by] 































h Council of the ruling Liberal 
ocratic Party had hinted at earlier. 

ter reaching a high point of just under 
000 at the end of last year, the Nikkei 



























































week ended 24 February. It also de- 
hroughout most of January — a fac- 
ny link with the most recent 0.5 per- 
tage point rise in Japan's official dis- 
int rate on 25 December. 


et who are now being blamed for exag- 
gerating if not precipitating the Tokyo 
market collapse in February went long on 
the futures-index stocks in January. In so 
doing, they probably gave the market an 
extended lease of life at a time when bond 
yields were already rising, signalling infla- 
tion fears. 

-. The government bond market in Japan 
weakened sharply in January when the 
government auctioned new bonds with a 
coupon below prevailing market yields. 
Underwriting syndicates are compelled to 
take up the bonds at auction and in this in- 
‘stance were faced immediately with capi- 
tal losses on their holdings. This underlines 
the MoF's apparent determination to hold 
down interest rates in order to restrain its 
own funding costs. 


he bond market, which also declined 
throughout the second half of 1989, 
appears to have been a better 
arometer than the equity and foreign-ex- 
hange markets of underlying inflation in 
an. 
F Another factor behind the Tokyo market 
eakness has almost certainly been the 
strong counter-attraction exerted by the 
West German stockmarket. So far there is 
only anecdotal evidence but analysts say 
t much of the money coming out of 
okyo stocks in recent times has been find- 
its way into overseas markets. 
- Meanwhile, the total of ¥74 trillion 
]5$500 billion) wiped off the US$4.2 tril- 
on peak capitalisation of the TSE between 
6-26 February is raising serious questions 
bout the future course of corporate profita- 
lity in Japan. 
. In addition to companies’ operating pro- 
ts coming under pressure from rising 
sts and the weaker yen, it is feared that 
апу of them will face pressure from fall- 
g investment profits. 
The practice of zaitech, whereby many 
rations — both large and small — in 
an have raised money in the stock- 
ket or through bank loans in order to fi- 
ce further speculation in stocks may be 
ut to rebound on them. One analyst 
g dE: to the REVIEW that this could 
“self-feeding po spiral in 
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fell by 2,569.35 — or nearly 7% — - 


Index arbitrageurs from the futures mar- 
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By Review Correspondents 


usiness in East Asia faces a rising 
B cost of capital as governments try to 

head off the growing threat from in- 
flation. Seven of the countries in the region 
— Japan, Thailand, the Philippines, Aus- 
tralia, Taiwan, Hongkong and Singapore 
— have seen a rise in prime lending rates 
over the past two years. And in four of 
them the increase in rates has been very 
sharp. 

With the possible exception of Australia, 
inflation prospects in 1990 are a good deal 
worse than they were two years earlier. 
This helps to explain why prime rates are 
virtually unchanged from their already 
high levels in South Korea and Indonesia: 
inflation in these two countries is expected 
to edge lower. 

No economy in the region has grown 
faster than Thailand over the past two 
years, and inflation has been building with 
consumer prices expected to rise about 6% 
in 1990 against 3.9% two years earlier. Bank 
lending rose by 30% year on year in the first 
two months of 1990, against 25% in mid- 
1989. 

An official of the Bank of Thailand (Bor), 
the central bank, says that Pramual 
Sabhavasu, the minister of finance, seems 
to have accepted the need to increase the 
officially administered ceiling on lending 
rates. Last year, the minister refused to 
allow BoT to raise the ceiling because of the 
government's desire to see the economy 
grow as rapidly as possible. The maximum 
rate is currently 15%, while the central bank 
would like it to be set as high as 17%. 

Sabhavasu's wish for fast growth is 
coming true, with double-digit expansion 
seen in 1989 and a rate expected to be close 
to that this year. The Stock Exchange of 
Thailand index more than doubled to 900 in 
1989, buoyed by foreign capital as well as 
local investors. Profits were taken in Janu- 
ary and by the time of the Tokyo crash, 
Bangkok's market hardly moved. 

The massive inflow of foreign capital has 
kept the domestic market awash with 
liquidity. And because Japanese and Tai- 
wanese investment is for long-term pur- 
poses, interest-rate rises in those two coun- 
tries are unlikely to have a direct, im- 
mediate effect on this capital flood. Because 
the Thai baht is effectively tied to the US 


dollar, the impact of a rise in the cost of cap- 


ital in Japan has only an indirect effect on 


Thailand's е — via the Г» о Aquino. Manila 


German) investment in US financial instru- 
ments would push up interest rates in the 
US — and ultimately in countries whose cur- 
rencies are closely linked to the US dollar. 

Another of these is Hongkong, whose 
currency is pegged to the greenback. It has 
seen the prime lending rate almost double 
in the past two years, although short-term 
interbank. rates. have tailed off since early 
1989, when they peaked at 11.3%. ^" 

But the real cost of capital has been neg- 
ligible, because inflation is nearly 10% a 
year and is among the highest in the re- 
gion. Money supply was growing at an an- 
nual rate of 13.8% at the end of last 
Some of the inflationary steam coul 
taken out of the economy as a result c 
decine in economic growth, which fell to 
3% last year from 1988's 7.3% and is un- 
likely to do better in 1990. 

Gloom about Hongkong’s political pros- 
pects has taken its toll on the stock- 
market since the disturbances in Peking in 
June 1989. The Tokyo crash on 21 February 
led to a 4% fall in the Hang Seng index, the - 
largest drop in Asia outside Japan, but by 
the close of 27 February, half the losses had- 
been recovered. : 

Businessmen in the Philippines can. ex- 
pect interest rates (already the loftiest in - 
East Asia) to rise even higher as the govern. 
ment of President Corazon Aquino steels it- 
self to introduce an austerity programme to 
constrain booming consumer. spending. 
Economic growth of 6% last year is there- 
fore likely to drop in 1990 as the authorities 
get to grips with a record trade deficit of © 
US$2.5 billion in 1989. And the Philip | 
is extremely vulnerable to risesin oll p — 
and global interest rates (for. serving its 
US$27.2 billion foreign debt). | 

By the end of last year, the money sup 
ply was growing at an annual rate of 38% — 
and inflation at 14%. But much of the infla- 
tion in the Philippines is caused by supply 
bottlenecks which will be made even 
tighter if interest rates rise, Y 

The 91-day treasury-bill- rate. rose. © 4 
peak of 23. 3% in November 1989 and has ` 
since dropped slightly to 19.7% in January, - 
a full four percentage points higher than its 
level a year earlier. A further. tightening - 
could be needed, as the gove mmoent tries to _ 
combat inflation which i is about а as. ш asi 
that in Каш, X: кы. ко. 

In the stockmarket, sh. 
depressed by : 
successive co 




















he demise of the Tokyo market, and 


almost double its level of recent years. : 


wances for civil көш and : 








apan's fall, it declined further. 

m, too, is undergoing a tighter 
onetary policy in order to curb rising 
prices and asset speculation. But the efforts 
are hampered by the fact that so much of 
е country's hot money flows through the 
erground economy. 

“The three conservatively run, state- 
wned banks have resisted raising their 
nding rates, currently at 10-1176, in part 
ecause they have been pressed by busi- 
ess borrowers not to increase them. In- 
stead, the banks — which even in less re- 
"strictive times lend only to the most credit- 
"worthy companies — are cutting back on 
` their loans to medium-sized firms. 
Official attempts to cool Taiwan's wild 
` stockmarket by raising interest rates have 
had little effect. The weighted index of the 
Taiwan Stock Exchange rose 2,000 points to 
12,000 in January 1990 alone. Tokyo's 
slump in February was taken as the cue for 
га eol-off, but by 27 February, the market 
steadied at 11,431 — a fall 
Yo from its peak in early 
February. 

În. Australia the price of 
money has become one of 
the most important issues in 
.the general election due to 
take place on 24 March. This 
is because the cost of capital 
is at, or near, historic highs, 
with prime lending rate at 
20.25% against 13.75% two 
years ago. Interest rates in 
the money market eased 
soon after the election was 
called, but most analysts ex- 
pect a further tightening in 
monetary policy after the 
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There has been a significant shake-out 

among highly leveraged property, media 

and investment companies — all of which 

'  ? become casualties of the high interest 

з. Shares have been depressed for the 

past six months and the АП Ordinaries 

- index dropped slightly in reaction to the fall 

in Tokyo, despite a statement from the 

. Australian treasurer, Paul Keating, that im- 
` terest rates might fall soon. 


DP growth for the fiscal year which 
began last July is expected to be 
7%. 3 2.3% and could halve in the follow- 
: ing year. The balance of payments remains 
їп deficit. There are some positive signs, 
though, that the government's tough 
“monetary policy is working. The growth 
` rate of credit was falling rapidly by the end 
2 of 1989, to about half its 25% rate of early 
г last year. 
.*. Annual inflation in Australia may begin 
{о temper in 1990 having reached 7.8% in 
the third quarter of last year, but in Singa- 
“pore — normally an island of price stability 
<= inflation is currently running at 396, 















Interest rates are not likely to be raised 
to deal with this small crisis. The prime 
lending rate now stands at 6%, and has 
risen by only 50 basis points over the past 
year. It is likely to stay at this level — unless 
inflation in the countries that supply most 
of Singapore's consumer goods, Malavsia 
and Japan, accelerates dramatically. 

Since Singapore is a tiny entrepot island, 
dealing with inflation is a matter of manag- 
ing the currency. In the last four months, 
the Singapore dollar has been allowed to 
strengthen — in January 1990, it rose by 
2.4% against the US dollar, having risen 
only 2% against the greenback throughout 
the whole of 1989. 

Economic growth is expected to fall to 
perhaps 7% this year against 9.2% in 1989, 
but this may not be enough to relieve some 
of the inflationary pressure from domestic 
demand. If inflation threatens, the Singa- 
pore dollar could be allowed to rise further, 
ae imports cheaper and oe 


„ Climbing higher __ 


direct foreign investment from further 
tightening an already tight labour market. 
As for shares, Singapore’s roaring bull mar- 
ket was humbled dramatically by Tokyo's 
trauma, with the Straits Times Index falling 
3.2% on 21 February alone (the second 
largest fall in Asia outside Japan), before 
stabilising. 

Prime lending rates in Malaysia are 
lower now than they were two years ago. 
Short-term rates have stabilised after a 12- 
month period in which Bank Negara 
Malaysia, the ‘central bank, tightened 
liquidity in a (so far) successful effort to re- 
strain inflation and defend the value of the 
ringgit against other important currencies. 
On the face of it, the central bank seems to 
have managed the trick of maintaining a 
two-year-old consumer boom without at- 
tracting either significant inflation, trade 
deficits, or a depreciation of the currency. 

Inflation remains low even by regional 
standards, with the consumer price index 
to November 1989 standing at ап an- 
nualised 2.9% — far below the Treasury's 
4% forecast. However, new worries have 
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property speculation. 
Money supply growth has been strong 
MI — comprising private sector с 
and demand deposits — increase 16.: 
the first eight months of 1989, but M2 
broader measure of private sector 
— grew at only 6%. Surging mon 
growth was, however, to som 
matched by  Malaysia's vigoro 
growth. GDP grew by 7.6% in 1989 
expected to edge down to 6.5% this y x 
Symptoms of overheating in the econ 
omy are most likely to be spotted. 
Malaysia’s trade accounts. A combination 
of factors, including capital imports may fi- 
nally push the country into trade deficit. In — 
the third quarter of 1989, the surplus dwin- 
dled to M$1.7 billion, compared to М$27 
billion a year earlier. Things will probably es 
get worse. ee 
The currency hit a Юм of 
US$1:M$2.7690 in March 1989, and is now. 
US$1:M$2.70. Most analysts expect the __ 
currency to hover in the region of . 
US$1:M$2.69-2.72. E 
Given the relatively rosy outlook for the 
economy, the Kuala Lumpur bourse was 
hit hard on 21 February, with the Compo- ze 
site Index falling 3%, following the fall in. | 
Tokyo. The stockmarket's sensitivity re- 
flects the vulnerability of this open capital _ 
market to quick repatriation of overseas _ 
speculative cash in times of tightened _ 
domestic liquidity. D 
South Korea is still a hermit kingdom __ 
when it comes to finance. One sign of this. 
was the manner in which Seoul's. stock __ 
market has doggedly defied the optimism 
which prevailed on bourses throughout the __ 
region. D 
The Seoul stockmarket has fallen by. . 
more than 8% this year to its lowest level __ 
since 1988. This mainly reflected domestic 
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barely budged when Tokyo fell. 

Domestic economic fears found expres- 
sion in a major economic policy tum- 
around in November, in which worries of 
inflation gave place to determination to 
reignite economic growth as the fundamen- 
tal policy aim. Interest rates have actually 
decined since November as policyma 
try to stimulate growth. Rates on berx 
mark monetary stabilisation bonds are no 
14.6%, down from their peak of 19% la 
April. | 

There is, however, a floor for interes 
rates provided by the government-set on 
year deposit rate of 10%. But the long-ter 
trend for interest rates is downward as tl 
South Korean capital markets are gradua 
internationalised. 

The government would like the broad 
M2 money supply to grow about 18% tt 
year. Last year M2 growth was 19.9% mea- 
sured on a year-by-year basis. | 



















^| China’s 


_| KMT had no right to repre- 











w aiwan recently invoked Article 33 
of Gatt to apply for membership of 
the trade organisation in the name 

: of the "separate tariff territories of 
Taiwan, Penghu, Jinmen and Mazu Is- 
lands" (REVIEW, 1 Feb.). 
ıJ is only natural that Taiwan should 
- want to belong to Gatt, but international 


` | organisations or treaties generally maintain 


.| “one country one seat" systems, and China 
| pre-empted Taiwan's bid by applying 
| for restoration of its Gatt membership in 


|| 1986. 


_ |... Taiwan's application raises political and 
| legal issues, which must be judged against 
||. the historical background of Taiwan and 


(Сан, 


^|. > In 1948, China's Nationalist Party, or 
_ | Kuomintang (KMT) government joined Gatt 
.| on behalf of China as a founding member. 
_ | In 1950, the KMT government withdrew 
c seat from Gatt. However, the 
_ | newly founded People's Republic of China 


| (РЕС) did not recognise the 


| validity of this withdrawal, è 
because after the change of 
government in 1949, the 





sent China — the PRC being 
the only legitimate represen- 
tative. In 1965, Taiwan ap- 
plied, and gained, observer 
status to Gatt only to lose it 
in 1971, shortly after China 
regained its seat in the UN. 
Taiwan will not be suc- 
cessful if it applies for Gatt 
membership under Article 
33. Article 33 states that a 
government “acting on be- 

if of a separate customs 

rritory possessing full au- 
tonomy in the conduct of its 
external commercial rela- 
5 may apply for mem- 


: = 


st, ‘Artide 33 does indeed stipulate 
ny government can apply for Gatt 
mbership, and does not strictly require 
that this government be a sovereign state. 
this was intended only to allow govern- 
ents with less than complete sovereignty 

; become Gatt members. At the time, the 
untries under consideration were Burma, 
eylon (now Sri. Lanka), and Southern 
Rhodesia (now Zimbabwe) — three Bri- 
tish colonies which wanted to join Gatt. 
Even so, the three did not invoke Article 





“Artide 3i is s fundamentally designed f for | 


Why shouid 
China want 
to block 
Taiwan's 
admission to 
Gatt, given 
recent 
openness on 
both sides 





By Yu-shu Feng 


the accession of sovereign states, and no 
governments of separate customs territories 
have joined Gatt under its aegis. 

Second, the PRC, as the sole legitimate 
representative of China, applied to rejoin 
Gatt in 1986. In 1987, the Gatt Council es- 
tablished a working party to examine the 
application. Substantial negotiations on 
China’s rights and obligations within Gatt 
are under way, and it is only a matter of 
time before China is readmitted. 

Since both sides of the Taiwan Strait be- 
lieve that there is only one China, and 
Taiwan is part of that China, there cannot 
be “two Chinas” or “one China, one 
Taiwan” in Gatt. 

Third, according to Gatt rules, new 
members of Gatt need to be accepted by a 
two-thirds majority vote of its members. 
Only about five out of Gatt’s 98 mem- 
bers which have diplomatic relations with 
Taiwan. Sensitive international political 
considerations mean that Taiwan will not 
be able to muster the sup- 
port of two-thirds of Gatt 
members. 

And fourth, Gatt’s his- 
tory demonstrates that it has 
always tried to avoid unpro- 
ductive political controver- 
sies. Gatt has always fol- 
lowed the policy expressed 
in Article 86 of the Havana 
Charter (Charter for Interna- 
tional Trade Organisation) 
— that is, to avoid passing 
judgment in any way on es- 
sentially political matters 
and to follow the decisions 
of the UN on such ques- 
tions. In 1971, following the 
decision to readmit China to 
the UN, Taiwan’s status as 
an observer to Gatt was re- 
voked. 

Nevertheless, it must be 
admitted that it is important and urgent 
that Taiwan participate in Gatt in order for 
it to get fair treatment along with most of 
its trading partners. Taiwan could enjoy 
stable most-favoured-nation treatment 
under the Gatt system, and could make use 
of Gatt as a forum to discuss and settle 
trade disputes. 

The situation is very complex. My obser- 
vation is that, under the one China princi- 
ple, it should be possible for Taiwan to 
be accepted as a Gatt member as a sepa- 
rate custom territory of China after Сан 


d dnd d is restored to China, pons | 





e Gatt, two system 


that Taiwan consults with: the mainland. 

There is a widespread. misunderstand- - 
ing that if China joins Gatt before Taiwan, it- 
will block Taiwan's accession to Gatt. Itis- 
the authors belief that there are three - 
reasons why this cannot be so. 

First, China's attitude is that it does not - 
oppose Taiwan’s admission to Сай, but 
would consider Taiwan's admission only 
after China's membership of Gatt is re- 
stored. A senior Chinese official reportedly 
intimated that Peking would welcome dis- 
cussions with Taipei on its bid for admis- 
sion to Gatt. Even a US. trade. official 
thought that China did not exclude the pos- 
sibility of Taiwan joining Gatt. | 

Second, an analysis of China's рег. 
policy towards Taiwan, including ће те- 
cent openness of both sides, suggests there 
is no reason to think that China would 
block Taiwan's admission. In 1981, Ye 
Jianying, chairman of the National People’s 
Congress Standing Committee, proposed 
a policy of exchanging mail, trade, and 
shipping services. In recent years, China 
has actively encouraged Taiwan business- 
men to invest and do business in the main- 
land. 

The result has been that economic and 
trade contacts between both sides have in- 
creased sharply. The volume of entrepot: 
trade between the two sides has increased 
30-fold in the past 10 years. By the end of 
1988, the total volume of trade of the pre- 
vious 10 years reached US$8 billion. In 1989 
alone the volume is estimated at US$3 bil- 
lion, China is now Taiwan's fifth-largest 
trading partner, and Taiwan is Chi 
sixth-largest partner. Taiwan's member 
of Gatt will promote economic and trade- 
development on both sides, as well as. 
speed up direct trade business. Why 
should China want to block Taiwan's ad- 
mission to Gatt? : 

Third, the fact that Hongkong i is a Gatt- 
member, and that Taiwan remains а mem 
ber of the Asian Development Bank (ADB) © 
demonstrates China's goodwill. It wants to · 
ensure Hongkong апа Taiwan’s stability 
and prosperity, and their economic rig ats 
in the international economic organisations. А 
Taiwan's. rights and economic interests in 
the ADB did not suffer when China became ` 
an ADB member — it retained. its own vot- 
ing rights: along. with. its ADB 3 capital and. 
shares. | | . AUC UT. S 











Formed 33 years ago the Astra Group 
made an important contribution to 
economic growth of the world's fifth 
_ largest nation - Indonesia. 
-o Astra's products and services are ` 
s diversified and internationally marketed. 
c In 1989, total sales were in excess of 
US$ 1.5 billion with exports accounting 
. for about 18%. 


ASTRA'S INTERNATIONAL 
GROWTH 


The Indonesian Government 
encourages non-oil exports; Astra has а 
growing involvement in important 
markets around the world. 

Three of Astra's biggest export 
products are rubber, plywood and 
automotive components. Some examples 
of export activities; Astra motorcycles 
are shipped to China, Greece and the 
Middle East; Astra automotive 





AGGREGATE SALES OF 
THE ASTRA GROUP COMPANIES 
(excl. Intergroup sales) 


US$ 1540m 
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1985 1986 1987 . 1988 











(For this graph, figures have been converted from Indonesian 
Rupiab to US fm based on tbe average Bank Indonesia 
middle rate eof exchange for each calendar year). 












AUTOMOTIVE 


HEAVY 
EQUIPMENT 
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components are sold to Malaysia 

and Thailand. The Toyota Kijang 

was the first Indonesian manufactured 
motor vehicle ever to be exported. 


YOU'RE KNOWN BY 
THE COMPANY YOU KEEP 


Astra works with Toyota, Daihatsu, 
BMW, Peugeot, Nissan Diesel and 
Honda to manufacture, assemble and 
distribute a wide range of vehicles in 
Indonesia. 

Astra also produces and 
markets heavy construction 
equipment and 





FINANCIAL SERVICES 








== ELECTRONICS 


SWOOD-BASED 
INDUSTRY 





Not indicative of relative importance 


machinery, working with well known 
partners such as Komatsu, John Deere 
and Bomag. 

In the electronics and information 
processing business, Astra’s longtime 
partners are Fuji Xerox and Digital 
Equipment Corporaton. 

In 1985, International Finance 
Corporation, the World Bank affiliate, 
selected Astra as its first investment in. an | 
Indonesian private sector company. 

From its beginnings as a small wading 
company in 1957, Astra now - 

employs 29,000 people: and 
plays a чунь role i in 




























Underlying Strength. Amidst the shifting currents of today s financial 


markets, Bank of America stands on a solid 





The Golden Gate Bridge, 


photographed by Alan Ross 


foundation of experience. It enables us to look at opportunities that may not be clear to others. And 


your goals with a long-range perspective. To see to deliver the support you need to seize them. 
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sia, the world’s most 

" dynamic market place, 

is home to more than half of 
mankind. Every day events occur 
here which not only shape the 
destinies of its more than 4 billion 
people but affect the entire world 
as well. 

The Asia 1990 Yearbook does — 
more than just cover these events (MA 
— it compiles, analyses and e 
interprets them for the reader. No 
business executive or scholar can 
afford to miss it. 

Decide for yourself whether 
any other single medium puts the 
social, political and economic 
realities of Asia at your fingertips 
. as does the 248-page Asia 

Yearbook. 


SOME OF THE FEATURES 

YOU'LL FIND... 

The Asia 1990 Yearbook covers the 
year’s most important events in Asia. 
You will find chapters and features 
such as: An Overview of the Year; 
Population & Food; Development 
Banks; Asian Finance; Asian 
Investment; Commodities; Energy; 
Aviation; Shipping; Fishing; Trade & 
Aid; Asia-Pacific Organisations; and 
much more. 

The Asia 1990 Yearbook has an 
abundance of photos and charts, 
tables and graphics to illustrate the 
material. 

The main body of the book 
contains chapters on 31 countries, 
ranging from Afghanistan to 
Vietnam, from the vastness of China 


To: Publications Division, Review Publishing Company Ltd., G.P.O. Box 160, Hong Kong 


Please rush me copy/copies of the Asia 1990 Yearbook. 
О Lenclose a cheque/postal order for 
[] Or, please charge my credit casd (tick one) 
American Express Û Diners Club 0 MasterCard П Visa Û 


Card NOS nak angela ee eee, | EXPIRY Dates. 
МАЕ нын айн н aa а SEN E 
AO AES nr ше E ee ышы ы ом кк эшш ЫЕ 
2 Tel: 
Asia 1990 Yearbook (Soft Cover) Asia 1990 Yearbook (Hard Cover) 
No. of copies ______ 0 by surface by airmail” No. of copies |... O by surface (0 by airmail* 


| | {Please print in block letters) 


* For airmail delivery, please add: HK$55/US$7/£4.50/S$15.50/MS19/¥1,000 per copy. 























and India to the minute specks of the 
Maldives and Pacific Islands. 


NOW IN ITS 31ST YEAR... 
Matching the rapid pace of Asian 
development the Asia Yearbook 
provides detail and insight. It’s a 
book for everyone who needs to 
know about Asia. Now in its 31st 
year, the Asia 1990 Yearbook is more 
thorough and comprehensive than 
ever. 


COUNTRY-BY-COUNTRY 
ANALYSIS... | 

Each country is discussed with up-to- 
date reviews of its Politics and Social 
Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a 
map, a potted history and a govern- 
ment list. The Asia 1990 Yearbook 
gives you first-hand information on 
everything from trade patterns 

and population trends to foreign 
investment and social and cultural 
developments. Each country chapter 
has a Databox full of essential vital 
statistics. 


HOW ITIS DONE... 

Published by the Far Eastern 
Economic Review, the Asia 1990 
Yearbook is the result of thousands 
of hours of work during the year. 
Every week, the Review’s corre- 
spondents file on-the-spot reports 
from major Asian capitals and other 
areas of interest throughout the 
world. This leading team of writers, 
analysts, experts and research staff 
keep the Asia 1990 Yearbook on top 
of events. To give you Asia minus the 
mystery, minus the myth. To give 
you Asia as only the Far Eastern 
Economic Review can. Order your 
copy today. 

















tensions’ in: iod a ibe cane them. This 
7 seems possible following the third round of 
talks under the so-called Structural Im- 
“pediments Initiative (sit) held in Tokyo on 
222-23 February. 

The "failure" of the Tokyo talks, at least 
from the US viewpoint, appears to have 
prompted President George Bush's deci- 

^*^" to hold an unscheduled summit meet- 
on 2-3 March with Japanese Prime 
imususter Toshiki Kaifu. 

On the other hand Japan seems to have 
been caught off guard by the aggressive 
tone in which the US delegates voiced their 
‘discontent. Japan evidently feels the SI pro- 
cess is roughly on course towards its plan- 
ned conclusion in July whereas US officials 
described the outcome of the talks, or lack 
of it, as "frustrating." 

The US seems to have been particularly 
irked by the way Japan brushed off a "sug- 
gestion" that its Finance Ministry should 
step up public works spending from 6% to 
1096 of GNP over the next few years so as to 
accelerate the shift towards a domestically 
lead pattern of economic growth. A US 
proposal that Japan abolish its Big Stores 
law (regulating the opening of retail outlets 





: Spheres ‹ of inf luence 


` Economic rivalry between. the US and Japan is: piate to 
'd markets as Washington increasingly adopts the role of ag- 
gressive promoter of US business interests. 

n Thailand, the US Government has been pressing Bangkok 
a US н. рена азна Сор, о: invest ina 













Thai Asahi Glass. А Quar 





; Japan- US trade talks meet with failure 


and ер: 


i am Сенин. and. Thai officials innen 
- Japanese dominance of Thailand's economy 
ision. They were joined by US 


with more than 500 m? of floor space) got 
equally short shrift. 

The Ministry of International Trade and 
Industry, which oversees retail trade, has 
already published a "vision" in which it 
proposes to speed up the applications with- 
out actually changing the law. The ministry 
wants to implement this first, and warns 
that attempts to go faster could be frus- 
trated by local governments. 

Plans by Japan to start taxing farmland 
in central Tokyo at the same rate as housing 
land so as to free more land for develop- 
ment evidently failed to impress officials, 
who want to see a more sweeping ap- 
proach to the reform of the land tax system. 

The US was marginally more enthusias- 
tic about plans to improve enforcement of 
Japan’s anti-monopoly law by reinforcing 
the Fair Trade Commission's staff for 
monitoring breaches of the law. But it is 
also insisting on the end of discriminatory 
trade practices, such as the system of 
awarding contracts within keiretsu Japanese 
style business groups) which are not cover- 
ed at all by existing legislation. 

US impatience with the su talks reflects 
the perception in Washington that Japan is 
the one country that does not appear to 
have been reducing its trade deficit with the 
US. But the Japanese side declines to see 
even the trade figures in the same terms as 
Washington. A senior Foreign Ministry of- 
ficial pointed out, in reply to complaints 


its possible reversal. No dedsion has yet been iade public. Te 

[п the US, a House of Representatives subcommittee is in- 
vestigating allegations that United Rail Car (URC), a Japanese- 
owned venture involving Kawasaki Heavy Industries апа Nis- 
sho-Iwai, had intended to defraud the Taiwan. 
over the US content of Taiwan-bound rail cars. Taipei wanted t 
buy 130-odd subway cars from the US as part of a voluntar 
"Buy-American" effort. It ree that the winning bidde 





local. content vali wW 
late last year, rival US and Car | 
` panese group, in order to cu costs, was pk 
local content value below ‘the 50% level. n 













lems with the e US. 
the two sides can "b 
Timing, unt 
on which the. 
stresses that. the 
year exercise 


two sides are: 
This may be: 
Japan is target 
the Super 30 
Trade Act. —— 

In 1989 de > 


301 which allows the US toinvoke penalties 
against trading partners who decline to re- 
move import barriers. Japan escaped desig- 
nation as a country which systematically — 
blocks imports after agreeing to the 51 talks... 
The irony, from Japan's point of view, of 
Washington's impatience to see early pro 
gress in the sil talks is that the process 15 
supposed to be two-sided, Japan has ar- > 
gued during the three sessions of talks held. 
to date that the US global trade deficit 15 
due to domestic structural factors such as 
the federal budget deficit, the low US sav- 
ings fatio, and deficiencies in education. = 
According to Deputy Trade Representa 
tive Linn Williams, Japan's suggestions for 
resolving these problems have included- 
some useful ideas, and have “influenced: 
public discussion." It is not clear that the 
US feels any need to make concessions to^. 
Japan in these areas at the same speed огаѕ 
concretely as Japan is supposed to resolve 
its own structural problems. в 
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1 Schwarzi in Jakarta 


^X he five main competitors who have 
. waited nearly a year for the final 
- word from the Indonesian Govern- 
оп who would win a huge telecom- 
nications contract will have to continue 
iting. President Suharto says another 
tender with limited participation is needed. 
^. The decision, announced on 26 Feb- 
^. ruary by State Secretary Murdiono, de- 
_ flated a politically charged bidding process 
_ for a US$300 million switching-system net- 
. Work that had resulted in extensive lobby- 
ing from Tokyo and Washington. Mur- 

г diono said Suharto wanted another tender 
because a government evaluation team had 
‘concluded that all bids for the contract con- 
. ` tained elements that did not comply with 
specifications. 

Analysts, however, generally agree 
that holding another ten- 
der is the only way for In- 
donesia to avoid offending 
either Japan, the country's 
largest aid donor, foreign 
investor and creditor, or 
the US, whose large mar- 
ket is crucial in Jakarta's 
bid to diversify its export 
products — at least for 
now. 
`` ~The move has sent the 
five international groups 
‘scurrying back to the 
drawing board in an effort 
win the contract. The 
tal value of the project to 
bolster the country’s over- 
taxed telephone network 
by 350,000 new lines is ex- 
to reach US$2 bil- 





































2 In Жк Coordinat- 
g Economic Minister 
adius Prawiro said the 
al contenders were 
МЕС апа AT&T — 
У rk Systems International B. V., the 
utch-based joint venture owned. by AT&T 
f the US, STET S p A of Italy and N. V. 
hillips of the Netherlands. A final decision 
as expected to have been made in Feb- 
агу. Government sources say influential 
echnology Minister В. J. Habibie had 
cai to award the contract to the AT&T 
























гон accepted. bids from 11 tele- 
| mmunications companies or consortiums 
о companies 8 in ey 1989. It narrowed the 








fa ducks CÜRIFOPOR sial decision on contract 


on’t call us... 


group to the AT&T unit; NEC; Fujitsu of 





` Jakarta's high-wire act. 





Japan; L. M. Ericsson Pty, an Australian 
subsidiary of the Swedish company; and 
Alcatel N. V. of the Netherlands, a joint 
venture between Cie. Generale d’Electricite 
of France and ITT of the US. 

After the bidding process was narrowed 
to two companies, diplomats say, the 
White House became alarmed that Japan 
was using its economic aid commitments to 
Indonesia as a lever to swing the bid in 
NEC's favour. In 1989, Japan provided In- 
donesia with US$2.2 billion in aid, of which 
about US$1 billion was in local-currency 
loans. Annual aid from the US amounts to 
about US$90 million. 

Political jockeying by Washington began 
in earnest in February: President George 
Bush wrote a letter to Suharto; Vice-Presi- 
dent Dan Quayle and Commerce Secretary 
Robert Mosbacher contacted Abdul Rach- 
man Ramly, Indonesia's 
ambassador in Washing- 
ton; and Secretary of State 
James Baker, his assistant 
Lawrence Eagleburger and 
Trade Representative Carla 
Hills held talks with In- 
donesian officials. 

The American message 
was always the same. 
Washington insisted that 
the contract be "awarded 
on the basis of a fair com- 
petition on technical, com- 
mercial and financial 
grounds and not through 
any type of improper pres- 
sure," according to a US 
Embassy spokeswoman in 
Jakarta. She added that 
"no threats of any kind" 
were made by US offi- 
cials. 

In his announcement of 
the new tender, Murdiono 
said his government had 
not received any pressure 
from the Bush administration оп how 
to award the telecommunications contract. 
He indicated the intensive lobbying effort 
by US officials was based on "misinforma- 
tion." 

For its efforts, the Bush administration 
has garnered widespread negative cover- 
age in Indonesia's press. One commentator 
termed its actions as "clumsy intervention." 


SRATH AYG 


The usually restrained Jakarta Post, the cap- 
ital’s s largest English-language daily, called 
the reopening of the bidding gp D» hoi ен 


nc à е on the ра 
panese official in Jakarta accuses АТ 
initiating financing for the. project "that. 
went beyond OECD guidelines on export 
credits. In response, the Japanese Govem-- 
ment offered matching credit lines [as part 
of NEC's bid], but that is the extent of Japan- 
ese Government involvement." 

The outsp: Jken support for the AT&T 
unit by the Bush administration reflects 
new priorities in Washington, according to 
John Macomber, chairman of the US Ex- 
port-Import Bank. “As the world shifts to 
an emphasis on commercial and trade re- 
lationships, it is very clear that all countries. 
are going to be paying more attention to. 
matters of trade with each other,” he said in 
a February news conference in Jakarta. 

instead of merely reacting to the finan- 
cial support of commercial: activities 
other governments, the US Exim Ban 
bolstered by a US$100 million war ches - _ 
thorised by the US Congress — intends to 
support selected projects and sectors over- 
seas in which American businesses can suc- 
ceed. But at the same time, Macomber said, 
it will remain US policy to campaign against 
the use of linked aid and mixed credits by 
other governments. 

An Indonesian official says all the bids 
from the five short-listed companies for the 
telecommunications contract included - offi- 
cial aid from home countries. Macomber 
said the US Exim Bank and US Agency for 
International Development each appro 
priated US$12 million in grants to help: the 
AT&T unit. To support AT&T manufacturing 
Operations in their countries, the Nether- 
lands and Spain also contributed aid as part 
of the AT&T unit's bid. | 

The grants for the AT&T unit were to be 
mixed with commercial-rate credit so that 
the foreign-exchange financing portic- ^* 
its bid, US$170-180 million, met Indon 
specifications. Under a 1984 presidential de- 
cree, Kepres 8, the foreign-exchange com- 
ponent of government-procurement pro- 
jects in Indonesia must carry an interest. 
rate. not higher than. 3.5%, a minimum- 
term period of 25 5 years and a grace Li : 
of seven years. | 












































van’s export performance — the 
ighth: wonder of the world — is 
finally slowing. Every month since 
L | October 1989, Taiwan’s export or- 
have earned fewer NT dollars than the 
: same month the previous year, according 
.to Economic Ministry figures. In January, 
for example, NT dollar-valued export or- 
: ders were 13%: less than the previous Janu- 
ary. The result is that the economy is facing 
‘the dual threat of economic slowdown and 
inflation. The island is unlikely to meet the 
official 1990 growth target of 7.3%, private 
economists now believe. 

_ Companies are suffering under a variety 
ae investment constraints: from the NT 

ws 56%. appreciation ‘since 1985 to 
нег land and labour costs. Manufactur- 
ers have moved low-end production lines 
to cheap labour markets in Southeast Asia, 
with the result that domestic investment 
growth has declined. Private-sector invest- 
ment is forecast to grow about 10.6% this 
year, compared to a high of 27.3% in 1987. 

Thus, just as Taiwan's export-reliant 
economy is in need of a boost in domestic 
consumption, private companies appear 
unwilling to fill the gap. The government is 
under pressure to stimulate consumption 
through public spending. Unfortunately, in 
completing infrastructure projects like the 
Taipei subway system, the government 
faces the same constraints that private in- 
dustry is up against — chronic shortages of 
land and labour. 

Still, economics officials are counting on 
public spending to maintain growth. Gov- 
ernment ‘statistics target public consump- 

"expenditure to rise from 15.8% of GNP 
189 to.17.2% this year. Exports will drop 
from 49.3% to 45. 8%, and private con- 
sumption will remain about the same, at 
| about 52%. 

The economy is still looking, generally 
trotig, with GNP growth at 7.2% for 1989 
and unemployment below 2%. Per capita 
‘income: is expected to reach US$8,400 in 
.1990, up from last year's US$7,500. What 
worries economists, though, is that 
‘Taiwan's new wealth is still largely going 
into non-productive, speculative invest- 
ments like the stock and real estate mar- 
kets. 
r Monthly exports have shown a steady 
-decline in US-dollar terms from October's 
level of US$5.69 billion to US$4.94 billion in 
January. Imports of raw materials, which 
form the lion's share of Taiwan's imports, 
ould follow suit if exports continue to 
Ow. But rising imports of consumer goods 
оша ensure Edna di aun ы more PHI 

















than exports, so the trade surplus should 
still decline. The trade surplus for Novem- 
ber to January this vear was US$1.18 bil- 
lion, against US$1.22 billion last year. 

The government's dilemma is that 
promoting growth through spending in- 









коре. stave a 
money-supply -g 
around 3095 to. 

money policie: 
though a renewed 
would come as а furt "urden tc 

be investors. The higher: rates have done 
tle to deter stockmarket speculat | 
real target of the credit. squeeze. Since the 
beginning of the year, ; the e market index has 

risen 20%. | | 

Inflationary pressures а are e still in the: sys- 
tem, especially in labour, land and trans- 
port costs. After hitting an eight-year: high 
of 5.9% in October, the consumer-price 
index dropped to. 3.1% in December, 
averaging 4.4% for the year. 

Capital outflows, coupled with the : 
stable NT dollar have eased the surplus on. __ 
the balance of payments. The first three 
quarters of 1989 produced a surplus of — 
US$1.7 billion, compared with US$3.3 bil- 
lion in 1988. E Jonathan Moore 
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Thai government in about face on oil policy 


Over a barrel 











By Paul Handley in Bangkok 





ust five weeks after awarding an exclu- 
sive licence to Shell Co. of Thailand to 
build the country’s next oil refinery, 
е government has given Shell rival Caltex 
Oil (Thailand) permission to build a fifth, 
unplanned, refinery. The move represents 
a repudiation of longstanding Thai energy 
policy, and threatens to create a Thai pet- 
roleum glut. 

On 23 February, the National Energy 
Policy Committee (NEPC), chaired by Prime 
Minister Chatichai Choonhavan, an- 
nounced after a meeting that Caltex would 
be granted a licence to build and operate 
Thailand's fifth refinery, likely to have 
crude oil throughput of 100-140,000 barrels 
a day. The decision was taken by Chatichai 
and a small group of senior ministers, fol- 
lowing, US lobbying efforts which featured 
the US ambassador as well as senior Caltex 
executives. 

During the NEPC meeting, the case for 
Caltex was made by Finance Mifister 
Pramual Sabhavasu and Commerce Min- 
ister Subin Pinkayan. But government 
sources say the decision was effectively 
taken at least a day earlier, by not only 
Pramual and Subin, but also Chatichai and 
Korn Dabbaransi, minister to the Prime 
Minister's Office in charge of energy policy. 

Apart from arguments that another re- 
finery would help consumers and meet 
Thailand’s needs when energy consump- 
tion is growing at double-digit rates, the 
NEPC meeting also discussed how awarding 
Caltex the project might relieve US pres- 
sure on unrelated trade issues. 

These are numerous, and include dead- 
locked US-Thai textile talks and US pres- 
sure on Thailand to open its market to for- 


. eign cigarettes and to protect intellectual 


property. Local reports also point 
out that Caltex has strong political 
connections, and note that Chart 
Thai minister Pramual's son-in-law 
works for Caltex. 

Details of the way in which Cal- 
tex s licence was awarded show 
how markedly the procedure con- 
trasted with Shell's battle for its li- 
cence. Shell won the licence for the 
fourth refinery on 15 January, but 
only after lengthy bidding, predi- 
cated on additional refining capacity 
being restricted before 1997. It won 
the contest on the grounds that its 
technology and refining mix best 
met Thailand's need. According to 


{= 





Chatichai; Pramual: licence decision. 


the original bid review, Shell's plans out- 
scored Caltex’s by a wide margin. 
Nevertheless, the government ordered 
Shell to allow Caltex a 15% stake in the re- 
finery — a move which pleased neither 
company. 

In contrast, the fifth refinery was not 
subject to bidding, and was awarded to 
Caltex just as Kuwait Petroleum Corp. 
(KPC) was to fund a study on it. It had been 
widely assumed that KPC had been given 
assurances of priority consideration on the 
fifth unit, possibly to be a partly export- 
oriented refinery based in southern Thai- 
land. 

However it was arrived at, the decision 
surprised top government energy planners 
and, as one put it, constitutes "an implicit 
change in Thailand's energy policy." 

Thailand maintains more refining de- 
mand than capacity, on the recommenda- 
tion of the World Bank, the National Eco- 
nomic and Social Development Board 
(NESDB), and the NEPC. The balance of de- 
mand has been made up by imports, while 
consumers have been protected by fixed re- 
tail prices. The situation was to have re- 
mained like this until at least 2000. 
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NESDB planners have argued that run- 
ning existing refineries at full capacity and 
importing the balance is the most efficient 
energy policy for the country for the time 
being. 

For the fourth refinery, Shell will spend 
US$620 million on a plant with 145,000 bar- 
rel a day capacity. Coming suddenly on 
top of this, Caltex's refinery could mean a 
total additional 280,000 barrels a day capa- 
city from 1994-95, This would leave Thai- 
land with a surplus of capacity. The excess 
capacity is hardly likely to be internationally 
competitive, partly because of the lack of 
cheap domestic crude supplies, and partly 
because the two refineries are likely to be 
built on the eastern seaboard — not the 
best site. 

In a press release, Caltex argued that 
energy consumption had risen fast enough 
to make NEPC predictions obsolete and to 
validate the two refineries. Quite true, ana- 
lysts agree, if energy growth continues at 
last year’s blistering 19% rate. But even ` 
high average growth rate of 9% for 
sumption throughout 1990-95, by .... 
surplus demand over supply without the 
fourth refinery would be only 225,000 bar- 
rels a day — far below the combined extra 
capacity that Caltex and Shell are building. 

According to government planners, a 
fifth refinery would be wanted only after 
1997, Studies for that refinery were due to 
be started in March but, according to the 
planners, Chatichai was unwilling to wait 
that long. 

Meanwhile, existing refiners Thai Oil, 
Bangchak Petroleum and Esso operate on 
guaranteed margins through various agree- 
ments with the government on tax and di- 
vidend payments. The oil companies see 
that having both a refinery and their own 
retail network can boost margins. Esso has 
both, and a 26% share of the retail market. 
State oil company Petroleum Authority of 
Thailand distributes oil refined by semi- 
state-owned Thai Oil, and also has a ^^^ 
market share, including remote upcou 
areas not served by other retailers. Market 
liberalisation is foreseen eventually, with 
more competition and better distribution 
preventing oligopolistic profiteering. 

Caltex and Shell both hold equity 
in Thai Oil and supply their petrol 
stations: Shell has 23% of the mar- 
ket, while Caltex's market share has 
fallen steadily over the past few 
vears to 13%, according to Thai 
energy sector analysts. Given its 
small share of the market, analysts 
wonder how Caltex will sell the oil 
from its refinery. 

But Caltex may get a head start, 
since it already has land set aside 
on the eastern seaboard for its pro- 
ject, say oil industry sources. Mean- 
while, Shell does not vet have a suf- 
ficiently large tract of land for its re- 
finery. a 
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P Sogo fails to meet 
| legal requirements 


M Indonesia's Ministry of Justice refused to 
accept the legality of PT Sogo Lestari 
Indonesia, a domestically owned- 
department store company that has signed 
à technical-assistance agreement with the 
Japanese Sogo group. The ministry said 
‘the agreement did not meet the conditions 
required by Indonesia's investment law. 
But PT Sogo' s owner, the Gajah Типада! 
group, said a plan to occupy 17,000 m? of 
prime retail space in the prestigious Plaza 
Indonesia will go ahead. "The government 
is only asking us not to use the name 
Sogo,” PT Sogo president director Sjamsul 
Nursalim said. Observers, however, said 
PT Bimantara Citra, chief investors in Plaza 
Indonesia, have backed away from 
eveworting PT Sogo and may Беріп 

ng for another tenant. 


Toyota postpones plans 
for Philippine operations 


> Toyota Motor Corp. postponed plans for 
setting up operations in the proposed First 
Cavite Industrial Estate in the Philippines. 
The project is sponsored by the Philippine 
Government's National Development Co., 
Marubeni Corp. of Japan and the Japan 
International Development Organisation. 
Observers said Toyota decided to halt its 
investment plan after the Department 

of Agrarian Reform, under pressure from 
farmers, denied an application by the joint 
venture to convert a 230-ha site into an 
industrial estate. 


EC warned about quotas 
on US-made Japan cars 
`... IS Trade Representative Carla Hills 
леа the European Community against 
imposing restrictions on the entry of 
US-made Japanese cars into its markets 
and threatened unilateral trade retaliation 
if quotas are imposed. Hills recently 
emphasised that the US considers 
Japanese cars manufactured in American 
plants as US goods and she will include 
them in US-EC trade talks. EC members, 
‘particularly France, Italy and Britain, are 
pressing for community-wide quotas on 
Japanese cars regardless of the country in 
а they are manufactured. 


Soviets agree to invest 

in Philippine ventures 

> The Soviet Union's Ministry of Light 
Industry has agreed to form four joint- 
venture enterprises with Philippine 
companies headed by Rubberworld 

РЫШ рр Тһе заран are to produce 







shoes and garments for export to the 


Soviet Union, according to Pavel Bulavsky, 
Soviet trade representative in Manila. 
Under the agreement, the Soviet Union 
will invest up to 40% of the planned P100 
million (US$4.4 million) investment in the 
four companies. 


Fed savs Indonesian bank 
violated US banking law 


> The US Federal Reserve Board imposed 
a cease and desist order against the Los 
Angeles branch of Bank Dagang Negara, 
an Indonesian state-owned bank, for 
failing to comply with Treasury reporting 
requirements. Bank Dagang Negara did 
not report to the Fed several transactions 
amounting to more than US$300,000. This 
violated a US banking law that requires the 
reporting of all deposits above US$10,000. 
Under the Fed's order, the bank branch is 
to limit the activities of deputy general 
manager Adel Massoud. 





Hongkong Bank lavs off 
22 workers in Australia 


P> Hongkong & Shanghai Banking Corp.'s 
troubled Australian operation has laid off 
22 employees in its in Sydney, Melbourne 
and Brisbane offices. All the lay-offs were 
in property and specialised-lending 
departments. Although the Hongkong- 
based bank's heavy exposure to troubled 
Australian corporates such as the Bond 
Corp. Holdings, Qintex and the National 
Safety Council of Victoria has been 
reported, most of the bank's executives in 
Australia said the sackings were not 
expected. Joint managing director Kerry 
Roxburgh, however, said there was simply 
not enough work for property-services and 
project finance teams. He said these units 
were being merged into the bank's 
corporate-finance department. 





Malavsia's GDP т rose e 8.5% 0 = 
in third quarter of 1989 u 


> Improvement in all secto 
economy in the third q 
helped GDP rise 8.5%. 
according to Bank 
central bank. GDI 
year in the secor 
year-ago quarter 
and palm oil prc 
7.6% rebound it 
growth in the: qı 
0.9% easing in th 
mining and energy. 
redoubled output of | 
sustained. 7.8% gr in he quarter, 
while after adjustments for restructuring 
and the advent of new products in the 
sector, the manufacturing sector grew. 
10.4%. 











Indonesia approves 

new pulp-and-paper mill 

> Indonesia's Investment Coordinating 

Board has licensed a US$1.5 billion 
pulp-and-paper plant to be built by Raja 
Garuda Mas, an Indonesian business 

group that already operates a pulp-and- 

papet mill, Inti Indorayon Utama, in Мо 
Sumatra. The new plant will be located in^ _ 
Sumatra's Riau province and is expected to 
begin commercial operations in early 1993, 


Japanese investors in US 
urged to be charitable 


> The Japanese Government is 
encouraging Japanese companies and 
investors with US interests to make 
charitable contributions to American. 
communities in which thev operate. The. | 
move, which coincides with the | 
government's new policy of allowing such 
donations to be tax-deductible, is aimed at X 
diffusing growing hostility among — 
Americans towards Japanese investment | 
in the US. м. 




















Burma building hotel in 
‘Golden Triangle’ region 


> Burma started construction on à. hotel i in 
its portion of the opium-producing | | 
"Golden Triangle" region shared with 
Thailand and Laos in hopes of openin; 
the area to tourism. The hotel, Golden - 
Triangle Paradise Resort, is being built. 
in Monghon in Tachilek township. Trade. 
Minister Col David Abel laid the hotel's 
foundation stones on 22 February after 
they were sprinkled with scented. water 
by Brig.-Gen. Khin Nyunt, secretary: of. 
the State Law and Order Restoration | 
Council. 
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Albatross island _ 


an Progressive Methods overcome 
Malay magic? That is the question 
that now confronts Promet, which 
stands for Progressive Methods, of 
Malaysia. Readers will recall that back in 
1982, Promet, then the darling of the mar- 
kets, signed a M$3 billion (US$1.1 billion) 
agreement with the state government of 


¿Kedah to build a tourist complex on the 
beautiful island of Langkawi. 


Had it materialised, the complex would 
have been the most expensive in Asia and 


would have contained, somewhat improb- 
ably, a fully functional eye hospital staffed 


by Russian micro-surgeons. Like the hospi- 


¿tals putative patients, however, Promet's 


vision was defective. In 1986 it was placed 


. | under receivership, from which it emerged, 
_ | suitably shriven, in April 1988. 


While Promet finally survived to be re- 


D listed, it left behind a mess in Langkawi. 


The island has only a 68-room hotel, a 138- 


"unit condominium and a lot of unsightly 
| | and unfinished construction work ruining 
. [its beaches. 

Оп 20 February, {һе chief minister of 
Kedah decided to do something about it. 
_ | He announced that his government would 
_ repossess Promet's land since the company 
_ | had not carried out its development plans, 
. | has unpaid dues of M$4 million and has 
-| ruined beaches. If another contractor can- 
. | not be found to finish the job, the State Eco- 
nomic Development Corp. would do the 
_ job itself. Tough words. 


But Brian Chang, Promet’s longstanding 


managing director, is not to be deterred so 


easily. On the same day that the Kedah 


“government spoke, he announced that 


subject to shareholders’ approval, he will 
raise M$152.41 million on the Kuala Lum- 
pur bourse to — you guessed it — develop 
e Langkawi site. 
“For Chang to succeed, he will have to 
rcome not only the Kedah government 
but also — perhaps more potent — Malay 
agic. Shroff refers, of course, to the curse 
vhich the legendary Princess Mashuri of 


“Langkawi put on the island, to the effect 





that it and all its works would be blighted 


Ог seven generations. As the story goes, 
?rincess Mashuri was unjustly accused of 
idultery, which in those days was like in- 
sider trading today — everybody did it but 
he punishment was severe if you got 
aught. Her fate was not for the sqeamish. 
she was buried in the sand and skewered 
rough the head with a long knife. (Insider 
ders, you have been warned.) Innocent 
s she. was, her blood ran white, perma- 
1€ taining the island's sands. 








Chang's problem is that her curse still 
has one generation to run. 

Shroff, of course, has no time for super- 
stition, but is nevertheless struck by the 
way the island has resisted development, 
despite the fact that two prime ministers of 
Malaysia — the first one and the current 
one — come from Kedah. In Malaysia, 
even junior ministers work to develop their 
constituencies. 

Promet may be better off without the 
Langkawi albatross hanging round its neck. 
About 7576 of Promet's income comes from 
its shipyards, which specialise in repairing 
and servicing oil rigs. Promet is one of only 
three rig builders to have survived the in- 
dustry's deep 1980s recession. Since the in- 
dustry is now experiencing a renaissance, 
Promet should prosper. 

Oil-service stocks have risen 50-70% on 
Wall Street over the past year. While the 








oil-exploration industry is waking from its 
slumber, Singapore's shipyards are operat- 
ing at full capacity. Promet, which could 
not bid for ship-repair contracts while 
under receivership, is estimated to be using 
only about 40% of its capacity. So it has 
plenty of room to garner profits there. 
Promet is already said to have M$200 mil- 
lion of contracts in hand. 

Whatever else may be said of Brian 
Chang, he has stuck with Promet through 
thick and thin — in marked contrast to the 
legion of Southeast Asian entrepreneurs 
who abandon ailing listed companies to 
enjoy the wealth of their private ones. 

But Shroff believes shareholders may be 
better off if the rights issue's proceeds go to 
help those looking for black gold under the 
seas rather than to bet against Princess 
Mashuri, a forecaster who has been right 
for six generations on the white beaches of 
Langkawi. ш N. Balakrishnan 
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ings to companies which pud sheinber: 
brokers to handle their initial public offer- : 
ings. Allegedly, this will protect investors. 

While it's nice to know the SET has the 
small guy in mind, Shroff thinks the move 
is not designed for his benefit; even less is 
it to help the listing firms. Rather, the SET 
effort to set up an underwriting cartel is 
linked to its recent embarrassing treatment 
at the hands of the Imperial Hotel group. : 

Parent firm New Imperial Hotel Co. 
wanted to raise funds early this year to sup- 
port several of the group's new. projects 
But underwriters assigned to package | 
deal — including Phatra Thanakit, Cau 
Finance and Securities, and Finance One — 
dragged their feet when it came to setting a 
suitable price. Eventually, Imperial's Akorn 
Hoontrakul lost patience and placed the 
shares himself. Various reports suggest the 
underwriters were mulling a price of Baht 
70-80 (US$2.70-3.10) a share. Akorn placed 
them privately at Baht 105. 

In Thailand, underwriters often set a 
low price and then bid for a big share allot. 
ment for their own portfolios. When the of- 
fering makes a splash on listing, as they 
often do, the brokers clean up. So do its 
customers. Unfortunately for Thai brokers, 
Imperial was reluctant to play the game. 
But if Maruey gets his way, companies 
seeking a listing in the future may have to. 


SET turnover has slowed to à more rea- 
sonable level since the removal of Сһао 
Thai Securities from the scene. Turnov | 
currently running at Baht 1.4-1.7 billi 
day against Baht 4 billion at the beginning 
of the year. | | | 
Unhappy about that, the broker-domi- - 
nated SET board decided on 19 February to 
revoke an earlier requirement to reveal the 
names of clients involved in large transac- 
tions in a company's shares. One simple 
measure can hardly be blamed for having 
slowed the sET down. In fact, the names 
were never made public... — | 
The rule would have been а beie = 
to the institution of re sonable disclosure’ 
As it is | police are currently © 
holding. Chao Thai's managing director. 
Thamnoon Ingkuthanonda because. Baht. 













partners bounced. Something that might : 
have been avoided with decent disclosure ` 
rules. When it comes to reform, the SET 
takes one step forward, two st steps back. : 
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| investment Opportunity 


TOTAL LOAN 


UNITED STATES IMMIGRATION 
Jotain us Immigration via investments, intra-company transfers, 
L mployment, etc, All matters personally handled by licensed US At- 
: orney. Representation available also for immigration to other coun- 
| tries. FREQUENT TRIPS TO HONG KONG, TAIWAN and sur- 


| Contact: Edward P. Gallagher, Attorney-at-Law, 
fools Р.О. Вох 70302, Washington, D.C. 20088 (USA) 
FAX: (301) 983-3439; Telephone: (301) 986-9303 


PACKAGES 


d We provide loans as well as guarantees for principal repayment and pay- 





[' | ment of annual interest. 





_ Principal self liquidating — Interest prepaid 
Minimum US$5 millions — Maximum US$100 millions 


- a - Three to Four weeks to completion 


оп i Uncomplicated procedures — Broker enquiries invited 
-8 Noadvance or pre-payments required. 


` Enquiries to The Trust Officer. 





Fax: (662) 236.5833 Tel: (662) 235.7598/7599 Tix: Thailand 20583. 
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he Far Eastern Eco- 
nomic Review offers an 
education programme 
to educators who want 
to share the magazine 
with their students. For 
|| information and mate- | 
rials to help you use the 
{| Review in your class- 
|| room, please contact | 
li -Stanton Leung at the 
1| following address: 






























-Far Eastern Economic Review 
- Magazine in Education Programme 
.. 181-185 Gloucester Road 
Centre Point 
Hong Kong 
2 Tek8328333 — Fax: 5722436 
с Telex: 66452 REVCD HX 


Accommodation 


—Q————— HEN 


| [DOLPHIN 


MORE THAN 
A HOTEL 
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| € Superbly appointed Short-Let | 
Apartments offering exceptional | 
| value. 
| € Fully equipped kitchen, 
| bathroom, colour TV, 7-day Maid 
| Service, 24-hour Reception! | 
Porterage. | 
| 
| | 
| | 
| 
| 
| | 
| | 
| | 
| | 


@ FREE USE of Swimming Pool 

and Health Club offering a wide 
range of treatments at competi- 

tive prices; Squash and Tennis. 


€ Famous Restaurant and Bars, 
comprehensive Shopping Arcade, 
3 acres of gardens. | 


Dolphin Sq. London 5W1 
01-834 3800 


| TELEX: 913333. FAX: 01-798 8735 
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Miscellaneous 


MIGRATION PROBLEMS 
Rejections, change of status, 
sponsorships and  implica- 
tions of the new Migration 
Regulations. Write to: 
Phoenix Migration Services 
Suite 101 188 Adelaide Terrace 
„Perth үл с Telefax: 619- 
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Appointment 





The international Development Research Centre (IDRC) is corp 
ration funded by the Government and created by the Parliament of 
Canada to support research designed to adapt science алай tech 
ogy to the needs of developing countries. 












IDRC's Social Sciences Division is looking for a 


REGIONAL PROGRAM OFFICER/ 
SENIOR REGIONAL PROGRAM OFFICER 
ENVIRONMENTAL POLICY 











Working as one of a team of social scientists, and reporting to de 
Associate Director of the Environmental Policy Program, thei incum- € 
bent would: 


ш review research proposals submitted by institutions in de- 2x 
veloping countries, in the areas of environmental policy, — 
natural resource management, environmental pollution; 


m prepare documents for the approval c of IDRC's Board of 
Governors; 

m monitor the technical and financial administration of a 
portfolio of research projects; 


m the incumbent would also represent the Urban Develop- 
ment Program and would develop and monitor projects in 
urbanization and environment, poverty and access to re- 
sources, and urban management. 


The incumbent would have particular responsibility for Asia. 


Candidates must have the following qualifications: 


m aPhDin or equivalent in relevant social science and/or - 
a natural science discipline; 


m proficiency gained through wide exposure or experience 
in one or more social science and natural science subject 
areas; 


ш research or work experience in a developing country; 


m proven skills in writing, administration and communica- 
tion with junior and senior researchers in developing 
countries; 


Fluency in English required. Knowledge of French is an asset. 
This posting is for IDRC's Regional Office in Singapore, The com- . 
mencement date is July 1990. Interested candidates should send - 


their resume before to: Human Resources Division, IDRC, Р.О, Box : 
65000, Ottawa, Ontario, K1G 3H9. 


И you have something to вау... say it in the Classifie« s 


Business Opportunity 


MONTREAL, QUEBEC, CANADA 
Well Established Sewing Machines And Supplies Bus 
ness For Sale. Approx. $4.0 Million Cndn. Gross Sales 
Continuity of Management Assured if Requir 





For More Information Contact: 
Lawrence Kaplan C.A. А 
Lawrence Kaplan & Company 
5250 Ferrier, Suite 710 
Montreal, Quebec H4p 1L4 
Phone or Fax (514) 739-2781. 





n the wall of his office in Taiwan’s 
National Science Council, director 
of engineering Hu Chin-piao has 
framed a poem by turn-of-the- 
century Chinese literato Hu Shih. The poet, 
-after describing moon-lit insomnias, asks: 
|. "That which I have never even seen, how is 
{ it I can still dream about?" 
| Hu, the engineer, these days is acting as 
manager of a public-relations roadshow 
| designed to get Taiwan's scientific com- 
| munity to join, sight unseen, an indigenous 
.space programme. Local scientists are voic- 
ing serious doubts about the programme's 
relevance, its use of resources and its effect 
on the morale of research institutions. 
The National Science Council's dream 
carries a price tag of NT$10 billion (US$383 
| million) for its first five-year stage. That 
| should be enough for Taiwan to build and 
launch a scientific-research satellite of about 
| 200 kg, the council says. The payload would 
| ride on a rocket in an equatorial course 200- 
| 300 km from earth. 
1.. Such a rocket — as well as Taiwan's geo- 
graphical position — would be ideal in 
“studying the “fountain effect" in the ionos- 
j phere, according to the council. Because 
¿solar radiation is most intense at the 
| equator, a higher proportion of atmos- 
^ pheric gas molecules there take on an ionic 
| charge. Gas molecules rise in a column 
j about 1,000 km above the equator before 
| being forced by the earth's magnetic field 
| down to the 300 km ionospheric level just 
about at Taiwan's latitude. 
As a result, Taiwan gets a double dose 
of ions in its upper atmosphere, those 
created at its own latitude plus those trans- 
‘ported by the fountain. The resultant elec- 
tromagnetic anomalies periodically disrupt 
low-frequency radio transmission. 
.. Nonetheless, these phenomena could 
be investigated at far less cost by just 
Stepping up the country's space-research 
capabilities, says Liu Chan-han, secretary of 
the International Council of Scientific 
Jnions’ Committee on Solar Terrestrial 
hysics. The committee secretary has 
merged as the space programme's de facto 
search director. 
But by mounting such an elaborate 
pace programme, the National Science 
"Council hopes to push Taiwan's scientific 
apability to a new plane. Hu says the pro- 
gramme would have two important goals: 
to learn how to integrate large-scale, inter- 
disciplinary projects and to lure back home 
Taiwan's émigré scientists. 
. But, perhaps more importantly, the 
council hopes through the space program- 


































me to enter the international scientific con- 
cave. This is more than an exercise in na- 
tional vanity. To avoid being swallowed by 
China, the diplomatically isolated country 
has pursued international recognition in 
any type of international forum possible. 

The bid to enter the international space- 
research community is a classic example of 
the sort of niche marketing that has made 
Taiwan an export powerhouse in the past 
two decades. The main international space 
effort of the 1990s, Liu believes, will be the 
Solar Terrestrial Energy Programme (STEP), 
a major effort to quantify transfers of matter 
and energy at every level of space between 
the sun and the earth. 

Bureaucrats in the world's space powers 
have scrambled to earmark for themselves 


a 


Anything China can йо. T 


the higher-altitude satellites involved in 
STEP, since that would be where the 
glamour and the big appropriations will be 
had. So far, no country has offered to take 
on the low-orbit segment, clearly of impor- 
tance to STEP since that is the level that com- 
plicated energy transfers take place. It is 
also the level that is within the financial and 
technical capabilities of a start-up space 
power like Taiwan. And, by taking it on, 
the country can immediately assume a high 
profile in the international science com- 
munity. 

The timing of Taiwan's entry into the 
space age is ideal from another standpoint. 











Taiwan's space-age dream 


Liu notes that the changing political climate 
in Europe is expected to bring about huge 
employee lay-offs among US defence con- 
tractors, which have long been major em- 
ployers of expatriate Taiwanese. For many 
of these Taiwanese, the time could be ripe 
to come back home. Liu, for example, is in 
Taiwan after nearly two decades in the US, 
though he is technically on sabbatical from 
the University of Illinois. 

This “sabbatical syndrome” is worry- 
ing, says Yeh Yung-tien, director of the 
Academia Sinica's geophysical research 
centre and space-programme critic. To at- 
tract scientists back to Taiwan, he says, the 
National Science Council would have to 
pay them at US rates, which are tw. = 
three times higher than what their Tai... 
counterparts earn. 

Such high salaries are currently avail- 
able in Taiwan only to limited-term consul- 
tants or scholars on sabbatical who con- 
tinue to draw partial pay from their over- 
seas institutions. Yeh points out that a 
space programme with a transient leader- 
ship would make little lasting contribution 
to Taiwan's broader scientific community. 

Liu agrees with the criticism that the 
programme could polarise Taiwan's re- 
search community between expatriates 
and home-bred scientists. But he hopes to 
bridge the gap by sending large numbers of 
Taiwanese researchers for training with for- 
eign contractors, especially on the launch- 
vehicle side of the project and internation- 
al institutions, involved with STEP experi- 
ments. 

Some scientists fear the space program- 
me would draw resources away from ` ` 
specialities. Hu, however, says the 
gramme would have its own budget tnat 
would add to the funds available to existing 
research institutions. About a quarter of the 
funds would go for research, he says, with 
the remainder going for hardware and in- 
frastructure. 

Taiwan already spends about NT$20 bil- 
lion a year on scientific research, a figure ex- 
pected to increase substantially in the next 
few years. So the space outlays actually are 
modest, by international standards and 
relative to Taiwan’s own capabilities, Hu 
says. 

The National Science Council does not 
expect any problem acquiring the necessary 
technology because the rockets required 
to launch a low-orbit satellite have been 
around for more than a decade. Ariane, the 
West European space agency, for exam- 
ple, has developed such rockets without 
any US technology. = Lincoin Kaye 
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WestLB accom- 
panies your inter- 
national finance 
operations. 


20 years of experi- 
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Finance, the solidity 
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of a state bank and 
the leading role 
played by WestLB. 
On this sound foun- 
dation, WestLB suc- 
cessfully combines 
classical products 
with innovative 
solutions, applying 
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state-of-the-art 
technology and 
personal creativity. 
Thats why WestLB 
rightfully belongs 

at the top of your 
shortlist ~ from Cor- 
porate Finance and 
Investment Banking 
to Treasury. And 
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with a global net- 
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Tokyo to Toronto, 
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the tone for your 
international finance 
operations. 
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LETTERS 


Forever a power to reckon with | 
In his comments [TRAVELLER'S TALES, 22 
Feb.] on a declining US and its current | 
problems concerning its relations with | 
Japan, Derek Davies makes the same mis- 
take as others by comparing the US' decline 
with that of Britain. Yes, the US is ex- | 
periencing a "relative" decine, a very | 
natural decline, caused by the enduring fact | 
that its current responsibilities and obliga- | 
tions are far larger than its resources. | 

But to compare the US’ decline with Bri- | 
tain's, and to say that Americans will have 
the same difficulty in coming to terms with |. 
this decline is wrong. The US is simply too | 
large and homogeneous to shrink to rela- 
tive obscurity, or even to Britain's degree of 
decine. Its natural resources, population | 
and geographical size will never allow it to | 
possess less than perhaps 20% of the | 
world's wealth and power. It is just that its 
40% plus share in 1945 was an artificial апа | 
unnatural share. 

Americans realise that they can no 
longer take themselves for granted as being | 
No. 1 economically. Because of this aware- | 
ness, the US will accept this transition 
much more grace than the rest of the 
world is led to believe. People are quick to 
forget the positive effects of the US’ free- _ 
thinking and unstructured society, its lais- | 

sez-faire philosophy and flexible industry, | 
and its constant influx of immigrants bring- 
ing new hopes and ideas. The current US | 
administration's planned reduction of a 
US$300 billion plus defence budget should 
also allow for a tremendous amount of fi- 
nancial and human resources to be allo- 
cated to the economic sector. | 

Although the recent book entitled The | 
Japan That Can Say No, may have "caused 
a flurry of hostility in the US," it was also | 
seen by many in the US as a good thing. | 
It worked as a way of "shocking" US gov- 
emment and industry leaders into realis- | 
ing that not only is US economic domi- 
nance being threatened but is actually 
being overtaken in many important hi-tech | 
areas. 


Peking CHRISTOPHER H. ANDREWS | 
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Burma's fairweather friend 
The COVER STORY on Burma, Partners in 
plunder [22 Feb.], hit the nail on the head. 
The Thais have indeed sold out their old | 
friends. The corrupt military regime in Ran- | 
goon will eventually fall, and the long-suf- | 
fering people will not forget those who | 
helped it stay in power. 
Thailand and, to a lesser extent, Aus- | 
{тайа must accept a share of the blame 
for what has happened in Burma: the 
Australian Government prematurely re- 
sumed aid on the Mandalay dairy project, 
and Thai logging and fishing concerns | 
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Whether your transm 


microwave or space, only one 


Alcatel is the only corporation involved in 
all three areas of transmission. Cable, microwave 
and space. 

Thanks to this total capability, Alcatel will 
always find a solution to meet the transmission 
needs of any customer. Because when we res- 





pond to a clients requirements, we offer an entire 
service, not just individual products. 

This is just one of the reasons why we 
have become such a force in the transmission 
market. Not only is Alcatel one of the main 
worldwide suppliers of cable and microwave 








sion needs are cable, 


»rporation can solve them all. 


ransmission systems; we are also Europes 
iumber one supplier of telecommunication 
atellites and earth stations. 

All of which goes to prove that whatever 
'our transmission needs, we're bound to have 
»xactly the right system. 
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9t secessionists 
8 Feb.], there is an evident 
in the report on events in 
ashmir. The use of the term 
S essionists ' to describe what can be 
: termed” self-determinationists, freedom 
‘fighters or even separatists is a case in 
- point. Secession can only take place after an 
accession. Kashmir remains a disputed ter- 
-ritory, as reflected in the numerous UN re- 
solutions on the issue. India has managed 
to hold on to two-thirds of Kashmir only 
‘with an iron military grip (compare the mi- 
litary deployments on both sides of the line 
of control). 

The description of the self-deter- 
minationists as "assorted fringe groups of 
secessionists" demonstrates a shallow un- 
derstanding of the various power groups 
in Indian-held Kashmir. These are the 
nationalists, those who want indepen- 
dence, and pro-Pakistan separatists, those 
who want unification with Pakistan. The 
2% turnout at New Delhi-sponsored polls 
in Kashmir indicates that it is these voters 
rather than the two main power groups 
who are "fringe." 

It is only possible to talk of an extreme in 
relation to a mainstream. To describe self- 
determinationists as "anti-India extremists" 
suggests the mainstream of Kashmiris is 
pro-India. This is clearly absurd. 

Lahore, Pakistan MOAZZAM HUSAIN 
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| Singapore on the right road 


М. Balakrishnan seems to regard the Singa- . 


"pore Government's car ownership pro- 
gramme as reactionary [22 Feb.]. After see- 
ing the madness of Seoul, and after hearing 
of California's gun-toting motorists, I can 
only endorse Prime Minister Lee Kuan 

 Yew's traffic policies. Perhaps Barry Gold- 

water said it best: "Extremism in the de- 

- fence of liberty [from traffic congestion] is 

^ mo vice." 

Chunnam, South Korea 
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A Nepal’s tentative democratic reforms 
James. Clad is to be thanked for his exten- 
sive iu of recent отаи іп 





üng 1980 ‘referendum, which rejected a 
ulti-party system by 2.4 to 2 million votes. 
з also wrongly implied that the Rastriya 
n hayat (national assembly) is only in- 
y elected: this was so under King 









rticular, should not follow - 


and incompetent ruling 


.  Mahendra's original 1962 constitution, but 


since the 1981 election most members have 
been chosen by direct, universal suffrage, 
though there is a minority of royal appoin- 
tees and a ban on standing avowedly as a 
representative of a political party. The op- 
position is right to argue that the system re- 
mains well short of full democracy, but the 
1979-81 changes should still be acknow- 
ledged. 


Hongkong JOHN WHELPTON 


Need for lessons in tolerance 

A report on the challenge to Islamic ex- 
tremism in Malaysian universities carried 
the title Pray less, play more [25 Jan.]. This 
unfortunate choice of a catchy and flippant 
title demeans the men and women who 
with moral courage attempt to work for a 
more liberal and multi-racial approach to 
campus life. 

I congratulate the Students’ United 
Front on their victory. As a fellow academic 
and Malaysian, I support Dr Omas 
Farouk’s effort to guide and train students 
to be more liberal, tolerant and therefore 
more aware that there are varying perspec- 
tives to any issue. We need a concept of 
spirituality which values tolerance and 
unity, not one which screams “apostasy” at 
the first sign of independent thinking. 
Penang (Dr) WONG 5. KOON 


Europe united is a pipe dream 
Before Anthony Rowley [INVISIBLE HAND, 22 
Feb.] gets too hopped up about the unifica- 
tion of Europe overshadowing the "Pacific" 
century, he should carefully read Hegel's 
Philosophy of History. When, pray tell, was 
Europe ever "a premier economic power"? 
Granted some European countries were 
powers but they supplied their grandeur by 
pillage, genocide and destruction. Is there 
really any possibility that the European 
countries can ever work together to form a 
united Europe? 

Lets keep pipe dreams out of serious 
economic journals. 
Tokyo 


Armee 


DELINA ANNE BOZARTH 








Company's stake in joint venture 

In one of the charts accompanying Hong 
in a hurry [22 Feb.] there was an inaccu- 
racy. Hong Leong's interest in Norwich 
Winterthur Insurance (Malaysia) is only 
33.3376, the company being a joint venture 
in equal parts with Roperasi Polis Diraja 
(Malaysia) and Norwich Winterthur Over- 
seas. D. G. PLUCK 
Hongkong Norwich Winterthur Insurance 
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Pseudonyms are accepted, but letters intended for 


publication in these columns must bear the 
writer's signature and address. 
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Recently, over 
2,100 subscribers _ 
to the Far Eastern 
Economic Review 
assisted us by com- _ 
pleting a confiden- — 
tial survey of Asian 
countries and multi- 
national companies 
active in the region. 
As a result, a total 
‘of HK$15,000 will | 
be contributed at 
their request to 
the United Nations 
High Commissioner 
for Refugees, the 
World Wide Fund 
for Nature, and the 
International Union 
Against Cancer. 

Thank you for . 
your generosity. 
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- China's rivers, 
some of the world's 
longest, have been 
|E the cradle of its 
- civilisation. 
1 E Inevitably, the 
A |€ Chinese have 
|= thrived on the 
YE munificence of the 
waters and 
è ~ suffered from 
devastating floods, making the rivers a 
source of sorrow as well as strength. The 
struggle to tame the mighty Yangtze and 
the Yellow River — a central 
preoccupation of the Middle Kingdom's 
emperors for more than 4,000 years — 
also made the Chinese pioneers of 
hydraulic engineering; some of their feats 
stand as living monuments, still in use 
today. The extensive canal network 
carried supplies and soldiers to expand 
the empire, but the central focus of river 
management has remained flood control. 
Peking bureau chief Robert Delfs 
describes the historical context and the 
communist regime’s major plans for some 
of the world’s largest dams, canals and 
hydropower projects. As Delfs points out, 
the controversies surrounding these 
ambitious designs of the modern 
mandarins have a familiar ring from 
history — whether in man’s battle against 
nature it is possible or wise to control the 
mighty rivers. 22 
Cover photograph by Ron Klumpp. 
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The Gaijin’s Guru 

Japanese vice-minister for international 
affairs at the Ministry of Finance, Makoto 
Utsumi, is known as a “friend of the US.” 
What is not generally known, though, is 
that he has become so good a friend and 
guru to various members of the US 
administration, that Secretary of State 
James Baker, among others, 

Utsumi's number at his bedside so that he 
can call upon him for advice and guidance 
at any hour. Utsumi, who served for a 
period at the Japanese Embassy in 
Washington, has a strong grasp of 
international financial issues — better 
than that of certain US legislators who 
rely on him for guidance nowadays. 





Supreme Court releases Enrile (10). 








Regional Affairs 


Philippines : Rebels 

The killing of a general sent to arrest a 
rebellious governor may stiffen the 
Aquino administration's resolve to hunt 
down and prosecute coup plotters and 
military dissidents 10 


india : Elections 

The Congress party loses control of six 
state assemblies, throwing Rajiv Gandhi's 
political future further into doubt 10 


Taiwan : Presidency 

A dissident faction of the ruling KMT offers 
an alternative slate for presidential 
elections scheduled for later this 

month 12 


Japan : Drugs 
Police face legal obstacles in pursuit of 
narcotics traffickers at a time when the 


However, back home Utsumi is coming 
under increasing criticism for supporting 
US demands for deficit-funding credits 
from Japan, even at the expense of 
Japan's domestic interest-rate policy. 


Singapore Surveillance . 

Over the next three years, Singapore 
Aerospace Corp. (SAC) will upgrade eight 
Singapore air force US-built Northrop F5E 
fighters into reconnaissance versions to 
boost the country's survelliance 
capabilities. Assisted by Northrop 
technicians, SAC will equip the aircraft with 
high-altitude, high-resolution camera 
capabilities and improved navigation 
systems. The remodelled aircraft will 
supersede the four obsolete Hawker 
Hunter FR74 aircraft that currently 
perform the reconnaissance role. This move 
is unlikely to help relations with Malaysia, 
strained in recent months by spying 
controversies — including Malaysia's 
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$ country is seen as the next big market for 
illicit drugs 12 


Negotiations 

Efforts to forge a compromise between 
Cambodia's factions end in failure in 
Jakarta, with any hope of a solution now 
resting on the major powers' ability to 
force their clients into accepting a peace 
formula 13 


Hongkong : Nationality 

Local residents' pursuit of foreign national 
status as a hedge against future Chinese 
communist rule spawns a plethora of 
opportunists ready to sell legal and illegal 
documents alike 17 

Pakistan : Political Deadline 

A reference by President Ishaq Khan to 
the military's role in Pakistan heightens 
tensions as the opposition puts pressure 
on Prime Minister Bhutto to face 
re-election under the Zia-bequeathed 
constitution 18 


Malaysia : Media 

Malaysia's decision to ratify the national 
newsagency's role as the channel for 
foreign newsagencies is aimed at 
bolstering Bernama's income, but raises 
fears of possible restrictions on press 
freedom 20 


Foreign Relations : New Zealand-US 
Washington restores high-level contacts 
with Wellington but the impasse over 
defence issues remains 20 


decision in January to ban the Singapore 
Flying Club from using Malaysian airspace. 


Creative Basis for Talks 

As Washington-Manila talks over US 
military bases in the Philippines fall due, 
US officials, under pressure to cut defence 
spending, are groping for "creative" ways 
to retain access to the bases at reduced 
costs. Ideas for the bases being considered 
include their privatisation and 
commercialisation, and bringing in Japan 
to share the financial burden. 

Price Sensitivities 

Studies on differences between prices of 
consumer products in the US and Japan, 
which originally formed part of the 
agenda of the Structural Impediments 
Initiative talks between the two countries, 
have been discontinued at the request of 
the US. The first round of studies, carried 
out in autumn 1989, showed that 
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~ Philippines : Environment 
- Money, politics and environmental 

- concern are intertwined in the ruckus 
over Palawan’s coral reef — a fishing _ 
_ ground, a diver's delight and a lucrative 
ae of seaweed 32 
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. China: | Economies - * 

.. China's main industrial city, Shanghai, 

. makes gains at the expense of Cuangdong 
us province, the main beneficiary OF ы: 

_ economic reforms, in the wake of last — 

_ year's s leadership upheaval 38 


. India : Economies 

.. West Bengal woos industrialists with 

- renewed determination now that the 

` state's chief minister has gained political 
: a dout loving the November poll 4 40 


Japanese products frequently cost more in 
Tokyo than New York. However, US 

` companies apparently felt that a study on 
US prices could show that US exporters 
were overpricing their goods in the 
Japanese market. 


; Courtesy Caller 

n Ministry officials are 

. particularly pleased 

: Chinese Foreign 
Minister Qian Qichen 

_ — whois scheduled 

© to visit the country 

- from 20 March — 

` opted to come despite 

eu e iui iain in 


Qian. 





| Indian Gut I. К. Gujral would be 
too busy addressing New Delhi's priority 
< problems in the Subcontinent to visit 
n rage n the near future. d 5 visit 
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in ry's reform plans 40 


; т Asia : : Transport 


` now Japan's leading venture capital firm, 
‘aims to repeat his success with the Japan | 
‘Asean Investment Co. 51 


Japan: Currencies. 


Overcrowded airways, inadequate radar me 
- coverage and congested airports threaten | 


to push up airline costs and restrict future ^ ke SS 


-China-US joint venture зв. 


growth 42 
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The dutter over Calcutta 44 


E Singapore : industry 
-.. Singapore's building industry stages a 
recovery after more > than four years of 


decline 46 


| |. Singapore : Budgets. Е 
` Finance Minister Ни boosts spending and 


cuts corporate taxes 46 


— ‘Thailand : Policies 


Finance Minister Pramual sacks central 


. bank governor Kamchorn after: months of © 


open feuding 51 


Japan: Companies . 


Те Imahara, former chief of JAFCO, 


Tokyo tries to shift the burden of 


-economic adjustment from domestic 


` interest rate changes to external 
| manipulation of the yen exchange rate 52 
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signals China’s willingness to make an 
extra effort to ensure the process of 
normalising ties with India proceeds under 
the new government of Prime Minister 

V. P. Singh. 


Cigarette Smuggling 


The Taiwan cigarette market is being 
swamped by a rising tide of smuggled 
Japanese cigarettes, now entering the 
country in almost equal quantity to legally 
imported US and other foreign brands. 
Although Taipei opened its market to 
most foreign brands in 1987 under heavy 
pressure from the US authorities, 
Japanese cigarettes remain barred from 
sale, except in small quantities at 
duty-free and other outlets. This has not 
stopped Japan Tobacco Inc., the state 
cigarette monopoly, from opening an 
office in Taipei, apparently to service its 
accounts there. Consumer preference in 
the former Japanese colony and 
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peculiarities in the Taiwan Governments  - v 
cigarette taxation methods have combined = 
to give Japanese cigarettes a strong 
advantage in the marketplace. 


The Oil Bank | 
Indonesia's state oil company Pertamina `; 
is in the process of setting up a new | 
private bank. The bank, which has 

not yet been granted a licence, will 
involve the participation of Pertamina's 
insurance company, PT Tugu Pratama, 
and pension funds run by Bank Dagang- 
Negara and Bank Bumi Daya, both state ; 
banks. Prominent local businessman Bob- 
Hassan also is said to have a stake in the 
new venture. As a state company, | 
Pertamina has long relied on financing — 
from the state banks, but should the new - 
private bank be approved and flourish, 
the move would seem to imply a shift 
away from reliance on the state banking — 
sector. | 
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gw he killing of Philippine Constabul- 

ary (PC) Brig.-Gen. Oscar Florendo 

during a 4 March dash between 

È government forces and supporters 
D of suspended Cagayan provincial governor 
.. Rodolfo Aguinaldo is likely to toughen 
|... the resolve of the government and senior 
Military officers in their treatment of 
those involved in last December's abortive 





















. The personable, soft-spoken director of 
the Armed Forces of the Philippines' (AFP) 
Civil Relations Office died during the siege 
of a hotel owned by Tuguegarao Mayor 
Delfin Ting — one of a clique of local politi- 
cians who have had a running feud with 
Aguinaldo since he was elected to the gov- 
ernorship in early 1988. 

Aguinaldo, 43, and several hundred 
oyalists took over the hotel after Florendo 
2 and Local Government Secretary Luis San- 
..tos arrived in the Cagayan provincial capital 
0 serve him with an arrest warrant on re- 
. bellion with murder charges. The charges 
are similar to those brought against his 


former mentor, opposition leader Sen. Juan 
Ponce Enrile, and former colonel Gregorio 
Honasan and his Reform the Armed Forces 
Movement (RAM) coupmakers. 

Florendo was taken hostage, along with 
several of his aides, but Santos and three 
other senior officers remained on an upper 
floor until they were rescued by govern- 
ment troops who stormed the shabby 
downtown hotel. Florendo was found with 
three bullets in his chest in the hotel lobby 
after the late afternoon battle, which offi- 
cials say cost seven rebel lives and ended in 
the surrender of 227 others. 

Most accounts indicate the 51-year-old 
general was shot during initial skirmishing 
around the hotel, but it was not entirely 
dear whether he was shot in cold blood — 
as the government claims — or was caught 
in the crossfire. Certainly, there was no evi- 
dence to suggest that Aguinaldo had or- 
dered his death. 

Aguinaldo escaped into the rugged 
Cagayan hinterland with what was said to 
be a platoon-size remnant of his 500-strong 
private army, among them Aeta tribesmen 
and communist defectors familiar with the 





thickly wooded terrain. P he 
REVIEW last August: "No one car 
the Negritos [the Aetas] can do ir 
tive habitat." — 

Why he reacted the way he dic 
tain, but there were signs the r 
characterised as an “unguided mi 
growing increasingly unstable. / 
said he was prepared to face a chi 
bellion, but not the indictment 1 
cuses him of murder. Because rek 
bailable offence, it appears. the go 
filed the case under an article in 
code dealing with complex crime 
pally as a mechanism to put Agui 
Enrile behind bars. 

But two days after the Cagay 
down and a week following his : 
Supreme Court ordered Enrile's 1 
a P100,000 (US$4,375) bond. The 
scribed the possiblity of the forme 
secretary fleeing the country as ` 
mote," and said it wanted mon 
study arguments that the artic 
which he was charged had been 
by President Corazon Aquino in 

Both sides in Tuguegarao a 
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y James Clad in New Delhi 
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TW ormer prime minister Rajiv Gandhi's 
* position as Congress party leader has 

. become even more vulnerable after 
ly polls evicted six Congress state 
ments. At the same time, the 27 Feb- 
ary elections have greatly strengthened 
national influence of the Bharatiya Janata 
` (BJP), a cadre-based Hindu revivalist 





ence on Prime Minister V. P. Singh's 
itral government. 

Congress state governments lost 
n Bihar, Gujarat, 
V и е оа eie E 





power 









p which is expected to exert increasing - 


Himachal Pradesh, 


: State polls hurt Gandhi and boost the BJP 
Congress abandoned 


any party in Rajasthan and, trailing slightly 
behind Singh’s own Janata Dal party, it bag- 
ged the second highest in Gujarat. 

In New Delhi, the Bjr/s 84 national MPs 
give parliamentary support to, but do not 
participate in, Singh’s minority central gov- 
ernment in which the Janata Dal provides 
the main pillar. But the BJP's strategy against 
coalition at the centre does not apply to op- 
portunities at state level, Janata Dal-BJP coali- 
tions will govern Gujarat and Rajasthan. 

Previous BJP statements ruling out coali- 
tion with the Janata Dal went by the board in 
each state immediately after the poll results 


_became clear. In Gujarat, Janata Dal party 
han, leader Chimanbhai Patel has become chief 
machal . minister, with the BJP taking some state 


foren = - cabinet portfolios. The trade-off is Janata Dal 


he support for a coalition with the BJP in n Rajas- 


uan, СЕЎ the new chief minister 


BP member Bhairon Singh Sh 

The Janata Dal's most sweeping 
as expected, was in Orissa. Biju I 
76-year-old veteran of Congress а: 
Dal factionalism, has become chief 
His party won 123 of Orissa's 147 
seats, reducing the Congress to 
Congress had won 117 seats in th 
sembly elections in 1985. 

Despite disappointments, пс 
Bihar, the BJP did well at the polls. 
ence on Singh's government will 
crease after its strong showing in t 
егп states. The party's dislike o 
sions to Muslims, for example, cot 
Singh's options in future policy: 
Kashmir, India’s only . Mus! im 
state, or in protecting separate Te; 
applicable to Muslims in \ such т 
family law. mc 
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y Lincoln Kaye in Taipei 
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( takes rose yet again in Taiwan's pre- 
| Sidential race as the split in the ruling 
7 Kuomintang (KMT) widened. Party 
dissidents openly fielded an alternative 
slate to the KMT's official nominees, incum- 
bent President Lee Teng-hui and his hand- 
_ picked running mate. 

|... The dissidents’ presidential standard- 
. bearer, is Judicial Yuan chief Lin Yang- 
kang, and their vice-presidential candidate, 
National Security Council. Secretary-Gen- 
eral Chiang Wei-kuo. So Lee convened a 
carefully. matched panel of eight elders 
from senior KMT ranks to neutralise the 
tra-party factions mobilised against him. 
e eight shuttled frantically between the 
presidential office and key power-brokers. 
. Meanwhile, opposing KMT camps 
launched a flurry of newspaper advertise- 
ments backing their respective tickets. The 
Lee camp also bought television time. 

_ The publicity blitz seemed out of PI 
2 portion to an election with just 760 voters, 











































\ А fer years of apparent immunity to 
| the drug problem sweeping Western 
.. Ak. countries, Japan has woken up to 
the fact that it may be the next big market 
or the Colombian cocaine barons. But 
tradition of rigid control on criminal- 
estigation procedures may make it hard 
the authorities to react quickly to the 
eat. 
panese Officials say there is another, 
onic, reason why clamping down 
e illicit cocaine trade could be a prob- 
Japan's criminal yakuza organisations, 
ich have for years monopolised trade in 
thamphetamine, a stimulant whose use 
'an was legal until well after the end of 
d War II, have so far shown very little 
rest in handling more potent slic 
Th is шеш says Kenya Tak 
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j "faction fields alternative slate for top posts 
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most of whom are elderly mainlanders who 
have been frozen in office since the KMT's 
retreat to Taiwan 40 years ago after its de- 
feat in the Chinese civil war. 

If the dissidents are so concerned with 
public opinion, analysts reason, their ticket 
could be meant as a serious bid for office, 
rather than just a bargaining ploy for per- 
sonal and policy concessions. 

Lin's popularity, the dissidents hope, 
will offset the public animus against 
Chiang, the last senior scion of the dynasty 
that brought the KMT to Taiwan and ruled 
autocratically through 38 years of martial 
law. But, unloved though he may be by the 
public, Chiang is popular where it still 
counts most: among the national assembly 
elders who hold the swing vote. 

The Lin-Chiang ticket also enjoys the 
implicit support of two key KMT power- 
brokers: Premier Lee Huan and Defence 
Minister Hau Po-tsun. 

Both men had backed Lee since he 
became president in 1988, but the con- 
servatives have been unnerved as Lee 


egal obstacles hamper police in stemming drug trade‏ ر 


Dope dealers’ delight 


more diverse and elusive group than users 
of stimulants, 

The Ministry of Health and Welfare, 
which competes with the police in inves- 
tigating the trade in stimulants — and in 
making arrests — says that between 20,000 
and 24,000 people have been arrested in 
each of the past four years for carrying or 
using methamphetamines, the most popu- 
lar stimulant. Regular users may number 
between 10 and 20 times this figure, the 


ministry admits, but officials claim that 


users are largely confined to yakuza 
gangsters and people involved in gambl- 
ing, prostitution or other yakuza-controlled 
activities. 

Actual trade in methamphetamines, 
which comes mainly from Taiwan and 


_ South Korea, may be worth as much as ¥1 
trillion (US$6.66 billion) a year, according to 





one Western estimate. But Masaaki 







ice Sunakozawa, a director of the Health 


nistrys Drug Enforcement Bureau, said 
overnm ent can only guess at the situ- 
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n уз. Fit ath strategist Kuan 
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for ruling руе setback Gis ist Dec 
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tough politician f froth the resided s office. 

Adding insult to injury, Soong forced an: 
acclamation vote for Li instead of a secret 
ballot at the nominating convention of the 
party's central standing committee. 

As a down-payment in his bid to buy -. 
back party support, Lee may be forced to 
sacrifice the two Soongs. But the political 
costs are unlikely to end there. Senior jour- 
nalist Antonio Chiang points out that the 
president can secure his election only at the 
price of substantive concessions to party 
conservatives. 


of a powerful Chiang crony from the 

KMT's mainland days, set the tone for 
much of the rhetoric in recent intra-KMT de- 
bates when he called for a shift from a 
"presidential" to a "cabinet" system of gov- 
ernment. Taiwan's current constitution 
provides for a hybrid of the two: an indi- 
rectly elected president who in tum ар- 


E conomics Minister Chen Lu-an, son 





ation. This reflects. the ПОРЕ аг- 
rangement whereby law-enforcement au- 
thorities have deliberately distanced them- 
selves from some gangster activities. 

In contrast with methamphetamines, Ja- 
panese seizures of cocaine are still ex- 
tremely small but they increased by 80 
times in 1989 to a total of 13.7 kg — still ad- 
mittedly a derisory figure compared with 
annual seizures of 318,182 kg in the US in 
the same year. In February, in a single 
haul that appears to have been largely a ~ 
matter of luck, police found in a Yokohama 
warehouse 24 kg of cocaine that had appa- 
rently been smuggled in from Peru. Police _ 
sources said there is a strong possibility that = 
the market in Japan is poised for take-off, Ts 

A serious obstacle to the development of - 
an organised cocaine trade in Japan, police 
say, is that the drug costs far more in Tokyo — 
than in the US. Estimates for landed costs — 
range between US$60,000 and 10970,00 000 la: " 
kilogramme, about. hree times more than 

e high 1 cost of the drug may ‘be 
deterring yakuza Organisations from handl- 
ing. cocaine, said Tak 
trols on. criminal-investigation ‘procedure 
make it extremely difficu to 
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; e constitution is superseded by a set 
emporary Provisions, which enhance 
‘presidential powers and freeze in office 
mainland-elected members of the various 
liberative assemblies pending the KMr's 
etical recovery of continental China. 
p the president's wings, party con- 
s hope to have the party chairman- 
split off from either the presidency or 





t m e premiership. Each of these three key 
posts should have a strong incumbent to 
act as checks on one another. 








Slee survived 
-so far to live or 
die ЕИ my party 


1e tombstone reads: Tomb built by Lee Teng-hui, 
hing Wei-go, Lin Yang-kang. 


comprise much of the stock-in-trade of the 


` Permutations of these three posts must 
eight elderly mediators these days, obser- 
vers suggest. A source close to Lee Huan 
suggests a possible line-up for a negotiated 
peace: preserve Lee Teng-hui as president 
and name Lin as premier with a clear shot 
at the next presidential election six years 
hence. 

Meanwhile, Lee Huan could take 
over as party chairman, while Chiang 
loyalists might be appeased with Chen as 
vice-president, a choice much more accept- 
able to the public. 

The national assembly 
die-hards, however, could yet 
throw a spanner into the 
works that would pose a pro- 
blem for whichever adminis- 
tration emerges after the elec- 
tion. Revision of the Tempo- 
rary Provisions is at the sole 
discretion of the assembly, 
and many of the old legis- 
lators want to amend them 
to enhance their own power. 

They want to meet yearly, 
rather than every six years; to 
be able to initiate and veto 
legislation in parliament, and 
to ensure that mainland seats 
will dominate the assembly 
even after the death of cur- 
rent incumbents. п 
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from. using such techniques as plea-bar- 
gaining — which involves offering suspects 
reduced charges or sentences upon convic- 
tion in return for information — or tele- 
phone wire-tapping to track down sus- 
pected drug traffickers. 

Another problem, Takizawa said, is that 
existing laws oblige the police to prove that 
carriers caught with large amounts of drugs 
are drug traffickers, rather than individual 
users. Laws in most other countries assume 
that couriers caught with large quantities of 
drugs are involved in trafficking unless the 
defendant can prove otherwise. 

In the mid-1960s, when Japan was ex- 
periencing what police refer to as a heroin 
boom, the authorities effectively clamped 

. down on the problem by introducing life 
: imprisonment as the maximum penalty for 
^ users and carriers. But heroin seizures have 
-also increased again recently, from 17.2 kg 
in 1988 to 27.6 kg last year. Police say they 
- are also worried about the increasing use of 
- Tokyo as a trans-shipment point for heroin 
- being shipped from Southeast Asia to the 
apparently as a means of idc US 








isrouted into the арын customs area. 


The January seizure was a fluke, Takizawa 
said. It remains almost impossible to guess 
how much heroin is being routed through 
Narita in hand-carried luggage, which does 
not have to undergo Japanese customs 
checks. 

A third major problem which bothers 
Japan — as well as Western governments 
involved in the fight against drugs — is evi- 
dence that Japanese banks and other finan- 
cial institutions are being used to launder 
drug money. A Western source said evi- 
dence has existed for “about the past six 
months” that drug money has been depo- 
sited with overseas branches of Japanese 
banks, besides passing through Japan itself. 
However, police powers to subpoena 
banks are said to be too weak to allow the 
government to identify any of the princi- 
pals involved in such operations. 

Japan’s next step in tightening up on 
drugs is likely to be the ratification by par- 
liament of the 1988 Vienna Convention, an 
international agreement which calls on its 
signatories {о adopt uniform and, in 
Japan's case, stricter procedure for detect- 
ing drug traffickers. However, Takizawa 
believes that Japan will do the minimum re- 
quired by the convention and will not 
change the basic rules of criminal proce- 
dure, which place more stress on individual 
rights and freedoms than Heg rules 
in me US. | n 
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By Hamish McDonald in Jakarta 
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egional efforts to bring peace to 
Roe all but ended after the 
latest Jakarta meeting of parties to _ 

the conflict ended in failure. What hope re 
mains now lies with the big powers’ ability 
to force their clients into agreement. o o oo o 
Although the driving spirits of the. 
February to 1 March meeting — Indonesi 
Foreign Minister Ali Alatas and Australian. 
counterpart Gareth Evans — had set only 
modest goals, both felt consensus on а UN. 
supervised settlement was in sight. Durin 
the talks, Alatas gained broad. acceptance 
from the four Cambodian factions that th 
UN should be mandated to end the fight 
ing by deploying a peace-keeping force and — 
administering free elections. When it came _ 
to putting this down on paper, however 
the dgreement evaporated. 
Vietnam's Foreign Minister Nguyen & 
Thach insisted on insertion of a clause refer . 
ring to the "recurrence of genocidal policies _ 
and practices" — meaning the Khme 
Rouge, who objected even though the 
same language had been used in previous . 
joint statements. Hanoi and Phnom Penh. 
in turn, objected to a clause which called for 
a “just solution to the question of Vietnam: _ 
ese and other foreign settlers in Сап 
bodia.” They also rejected the proposal Њаё. 
Prince Norodom Sihanouk head a Supreme © 
National Council where Cambodian sove- 
reignty would rest during a transitional - 
period before elections. Finally the Khmer 
Rouge objected to the rapid dispatch of. 
fact-finding missions, and the meeting sub- 
sequently broke down without any state 
ment issued. | 
The outcome reinforced the view the 
the principal antagonists still believ 
tide of battle and international trend 








position and finally destructive role at th 
talks — which compromised the consid 
ble goodwill it enjoyed with Ma In 










until i it wins She Sind it want ho 
Diplomatic activity now. centres. 
Paris, where the five permanent me 


March to discuss Cambodia. An they: 
ing is scheduled for a few months late 
in Paris. 





Defence minister attempts 
coup against Najibullah 


> A coup attempt against President 
Najibullah led by Defence Minister 
Col-Gen. Shanawaz Tanai on 6 March, 
with support from a key faction of the 
mujahideen, could prove a watershed in 
Afghanistan's civil war. The truth of 
Najibullah's claim to have put down the 
coup remained unproven and fighting was 
reported to be continuing in and around 

_ Kabul. The presidential palace came under 
attack from aircraft during the coup and 
_ Tanai was said by Gulbuddin Hekmatyar, 
.. leader of the Pakistan-based guerilla party, 
_ Hizbe-Islami, to be still free and seeking 
|... the support of his and other mujahideen 
pee groups. 











ce Thai army commander 

_ confirms early retirement 

> Thai army commander Gen. Chaovalit 

` Yongchaiyut confirmed widespread 

speculation that his early retirement from 

^. the military was imminent when he told a 
. gathering of army officers on 3 March that 

. he would leave the armed forces after 27 

. March. Chaovalit did not say what his 

2 plans were after his retirement, but Ше 

. politically ambitious general is thought to 

_ be pondering a reported offer by Prime 

< Minister Chatichai Choonhavan to join his 

. cabinet as a deputy prime minister and 

. defence minister. Chatichai concurrently 
| olds the defence portfolio. 



























New Zealand to resume 
contacts with China 

> New Zealand will soon resume 
ministerial visits to China, suspended in 

_ the wake of last year’s Peking massacre, 

. said External Relations and Trade Minister 
Mike Moore after receiving a delegation led 
by Chinese textile and industry vice- 
minister Wang Zengjing on 5 March. 
Graham Ansell, the top bureaucrat of the 
ew Zealand's External Relations and 
ade Ministry, will lead a delegation to 
ia this month. China, which bought 
third of the New Zealand wool clip in 
988-89 season, made its first purchase 
early a year at a wool sale earlier this 


A US-South Korean ш ы engineering 
m has found a new Seine be 
el С the demilita arisec 









an troops foie offensive: purpos е 
fence е Ministry announced on 3 Ума, : 





The fourth such tunnel found since 
October 1978, the latest one had penetrated 
at least 1 km south of the military 
demarcation line dividing the two parts of 
Korea, in the northeastern sector of the 
border. Officials claimed that the size of the 
underground passage, 3 m high and 3 m 
wide extending to over 2 km altogether, 
was capable of moving a division size of 
manpower and artillery pieces an hour. 


Pyongyang recalls nationals 
training in Eastern Europe 

¥ About 2,000 North Korean students and 
technicians have been hastily brought 
home following the eruption of pro- 
democracy movements in most countries 
in Eastern Europe and have been scattered 
to remote provincial areas — apparently to 
block any demands for political 
liberalisation. Countries affected included 
East Germany, which has hosted a large 
number of North Korean students. 
However, the fate of some 500 North 
Korean students in the Soviet Union has 
yet to be decided by Pyongyang, said 
South Korean officials, quoting intelligence 


sources. 
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India makes interim 
Bhopal disaster payout 


P Indian Prime Minister V. P. Singh's 
government has decided to pay victims of 
the December 1984 Bhopal gas disaster 
interim compensation of Rs 200 (US$11.80) 
a month each. Soon after coming to power, 
Singh's government decided to reverse a 
March 1989 Supreme Court decision on a 
US$450 million compensation package 
agreed with US-based Union Carbide 
Corp. and has taken the position that the 
company's criminal liability remains a 
factor in determining the ultimate 
adjudication and compensation. The 
amounts paid as interim compensation will 
be adjusted against the final compensation. 
The reopening of the Bhopal compensation 


agreement has caused misgivings among 


the foreign business community in 


. India. 
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Kaifu s says abe iade 
no concessions to US 
M Japanese Prime | 
Minister Toshiki 
Kaifu pledged to 
make "maximum 
efforts" to reduce 
Japan's US$50 
billion trade — 
surplus with the 
US when he met 
US President 
George Bush in 
Palm Springs, California on 3-4 March, . 
though on his return, Kaifu reassured the. 
Japanese parliament that he had not made 
concrete concessions to the US. The 
American and Japanese leaders also dwelt 
on their "global partnership," with Bush 
calling for a "trialogue" among US, Japan 
and Western Europe on global issues. 





Kaifu. 


lrianese asylum-seekers 
arrested for subversion 

> Four Irian Jaya natives who sought 
asylum last December in the Papua New 
Guinea (PNG) consulate in the Indonesian 
province's capital, Jayapura, were arrested 
in late January by Indonesian security 
forces and face possible subversion 
charges. The four, among them university 
lecturer Jakob Rumbiak and local 
government official Martin Kambu, were 
reportedly given assurances before they 
finally left the consulate on 28 December - 
that they would not be arrested. A total of — 
seven people, including dependants, 
sought asylum in the newly established 
consulate, following a demonstration 
which ended in 250 arrests in mid- 
December. The arrest of the asylum- . - 
seekers could pose a setback for the 
government's programme of enticing - 
Irianese refugees back to Irian Jaya from 
camps across the border in PNG. The main 
reason cited by refugees for not returning 
is their fear of arrest and Peon, 


Mongolia establishes its 

first opposition party 

> The Mongolian Democratic Party 

first opposition party in the country’s E 
history, was established on 18 February at 
a conference attended by members of the 
Mongolian Democratic. Union (MDU), the 
country's biggest political org, 








anisation 5. 
outside the ruling People’ s Revolutionary = 
Party. The MDU, which held its first public 
rally only last December and claims to have 
60,000 members, has led demands for 
democratic reform in Meni, whichhas . 









in the мона. 
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Unique treasury touch. Global vision. 
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Market volatility can turn profits into 
losses overnight. Today’s corporate 
treasurer needs a truly global bank that 
works 24 hours a day. 


At the mere touch of a screen, our state- 
of-the-art treasury trading systems allow 
dealers to keep track of markets, and 
react quickly to changes on the 
economic scene. Round the clock. 


HongkongBank’s experienced corporate 
dealers will work closely with you, 
finding creative answers to your 
company’s treasury needs. 


With more than 1,300 offices in 50 
countries, and 33 dealing rooms 
worldwide, the HongkongBank group’s 
treasury services can put you ahead. 
And keep you there. 


For further information, contact your 
nearest office of the HongkongBank 
group. 

Advanced treasury management 


technology. And a global capability. 
That's our strength. 





HongkongBank 
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The British Bank of the Middle East e HongkongBank 
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Wardley « James Capel « CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 30 JUNE 1989 
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ор eople scramble for foreign passports 








: By Emily 1 Laui in kanons 


^n the run-up: to 1997, when Britain re- 

| turns Hongkong to China, people here 

ME are scrambling to obtain foreign nation- 
ality аз а hedge against the possibility of op- 
pressive communist rule. And in the rush, 
.a host of opportunists — including lawyers, 
consular officials and even sovereign na- 
tions — have established a thriving trade in 
genuine and fake documents alike, de- 
Signed to meet Hongkong people's needs. 
.; The US, Canada and Australia are the 
-favoured destinations for these would-be 
emigrants, but for the majority of people 
who do not have the money, education or 
family ties to qualify as immigrants to these 
countries, a growing number of states in 
the South Pacific, Central and 
South America, and the 
Caribbean offer a haven. The 
price of nationality in these 
countries is low compared 
with that in Canada and Aus- 
tralia, for example, which re- 
quire around C$150,000 
(US$126,000) and A$400,000 
(US$304, 500), respectively, of 
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so-called. “investor” immi- 
grants. poani 
States offering “cheap” 


passports include: Tonga, Fiji, 
Mauritius, Saipan, the Philip- 
pines, Belize, Venezuela, 
Peru, Argentina, Brazil, 
Panama, Paraguay, Uruguay 
and Jamaica. 

A country's residency re- 
quirements are a key factor in 
"deciding where to apply for 
citizenship as many Hong- 
kong businessmen and pro- 
fessionals want to remain 
working in the colony for as 
long as possible — perhaps 
permanently, if conditions do 
пої take a sharp turn for the 
-worse after 1997. Many are 
‘now seeking only a fallback 
position, should things go sour after 1997. 
^. Countries imposing residency require- 
ments for citizenship are beginning to crack 
down on Hongkong Chinese seeking to get 
-around this obligation. Canadian police are 
westigating a lawyer in Canada allegedly 
nvolved in. helping Hongkong business- 
men to acquire landed immigrant status 
without fulfilling their residency require- 
ment. Hongkong businessman and legis- 
itor James. Tien and others ч his stature 



























چ 66+ 
6.6 2+ ++ * 


2 DESCRIPTION 


ни Due ¢ 
т 


БУ? Мец ___ /- 


Lieu dunswssnoe 


acis a клони BAP E e. _ 


сні DREN " ENFANTS 


Dat ta otbinh ‘Gat V cH tras ML е 


Visum Signature of bearer o @ 

Signat tura du Gtulaire ЖЫНДЫ o gem 

Vsus ргы of spouse 5^ 

Signatu: FI OO воп бри 250 ve m og 7 
„т? 


ity for sale 


have been named as being among the 
lawyer's clients. 

There is no residency requirement in ob- 
taining a Tongan passport, according to 
Hung Siu-kai, an official at Tonga's honor- 
ary consulate here. Hung said Tonga pass- 
ports can be had simply by purchasing a 
20-year lease on land in the remote South 
Pacific state. The cost for an individual is 
US$16,500, or US$23,000 for a family. 

Passports are issued upon approval of 
lease applications, which take about six 
weeks to process, Hung said. Applicants 
include people from China, Taiwan and 
other parts of Southeast Asia, as well as 
from Hongkong. Hung said holders of 
Tongan passports can travel to most Com- 
monwealth countries without a visa. He 
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declined to disclose how many such pass- 
ports have been issued here. 

In February, a mainland Chinese who 
had bought such a passport tried to commit 
suicide in Tonga. The man, claiming he 
was unable to enter many Australasian 
countries with his new passport, said he 
felt stranded in tiny Tonga. He said 30 
others like him with Tongan passports 
bought in Hongkong were refused entry 
even into Hongkong. - 
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ported Te 
80 oe were Кел sold j A 
each month, many of them to m 
Chinese. Chinese-language newspap 
Hongkong, including 
Chinese Communist Par 
are also sold on the mainla 
with advertisements on еп 
at mainland Chinese. On 
US$18,000 to arrange emi 
for an individual, or US$28, 00 
In the case of Fiji, the government 
grants residence permits to applicants 
have ‘ап assured annual income 
HK$100,000 (US$12,820),: or. about F 
million in savings. This is to ensure th 
new immigrants will not become a burden 
on Fiji should they decide to settle there 
permanently. Some agencies here charge 
HK$35,000 to arrange the permits for a fam- 
ily. The permits are renewable every three | 
years. | 
A similar immigration offer by Belize 
was stopped in September 1989 after а 
change of government there. An official at 
Belize’s honorary consulate here said sheis 
waiting for a new immigration policy to be 


























































before the policy was ended, - 
an applicant could become à - 
naturalised Belize ^ citizen, - 

without fulfilling апу 

residency require- - 
ment, for a fee of. 
US$24,000. 2 

A number of Hong- _ 
kong businessmen, in- — 
cluding legislator. Tien, 
hold Mauritius passports, 

obtained as part of a busi- 

ness venture several years 
ago. Under the arrange- 
ment, businessmen invested 
about HK$300,000 each and 
received the travel documents 
for their families. 

Dual nationality, in. addition 
. to providing Hongkong Chinese 
^ with a hedge against the uncer- 
 tainties of 1997, has been n sought 



























































20-odd countries. Criminals of all kir 
also seek such documents to avoid dete 
tion. С 

As the scramble for passports has int 
sified, it was inevitable that criminals wo 
see the opportunities for a quick pro 
Hongkong’s Commercial Crimes Bu 
investigating 17 cases of immigration. 
Chief Superintendent Ben Munford о 
Bureau said in some of the cases the tra 
documents are genuine but have bee 





“RE CONE ETE eas 





tered and sold at high prices. Munford said 
it is relatively easy to obtain such docu- 
ments in the Philippines and Thailand. 

Munford said criminal syndicates are 
also offering documents on a temporary- 
use basis to get them past immigration 
checks in North America — the ultimate 
destination of many aspiring emigrants. 
The going rate for such documents facilitat- 
ing entry into the US is US$25,000, Mun- 
ford said. On arrival, the client hands back 
his documents to the syndicate for use by 
others. In one such case, four people are 
known to have entered the US on the same 
Singaporean passport. 

Munford said Singaporean passports 
are popular with clients of criminal syndi- 
cates because Singapore is a Common- 
wealth country. This gives the clients easy 
access to other Commonwealth countries, 
which do not require visas of them. In ad- 
dition, Singaporean passport holders tradi- 
tionally have been able to travel freely with- 
out coming under suspicion by immigra- 
tion officials, who might be more cir- 
cumspect with holders of passports from 
such places as Tonga, Belize or Fiji. 


n recent months, a spate of interna- 
[е passport rackets have come to 

light. One, revealed by the Venezuelan 
Government in February, involved a multi- 
million dollar illegal network which is said 
to have helped more than 1,000 Hongkong 
Chinese enter Venezuela in the past six 
months. Caracas police suspect the gang, 
believed to have been led by a Venezuelan 
Chinese, had sold US$11 million worth of 
immigration documents to Hongkong 
Chinese. 

Probably related to the Venezuelan rac- 
ket is the case of 24 people from China's 
Guangdong province who were left 
stranded in Hongkong’s Kai Tak Airport 
for 10 days in February. The 24 were re- 
fused permission by British Airways to 
board a flight after the airline was informed 
that their Venezuelan visas were fakes. The 
group was finally sent back to China on 1 
March. Hongkong’s Independent Commis- 
sion Against Corruption recently arrested 
the Venezuelan consul-general here. 

In January, a scheme involving the sale 
of Panamanian passports was revealed, im- 
plicating a nephew of deposed Panama- 
nian dictator Manuel Noriega. Ciro Noriega 
Quintero, Panamanian consul-general here 
until his removal in mid-February, has been 
accused by the new Panamanian Govern- 
ment of being involved in a multi-million 
dollar passport-for-sale racket. Noriega 
Quintero is said to have charged between 
US$10-15,000 for a passport. He denies the 
charges. 

Panama says that while the scam was 
worldwide in scope, it principally operated 
from Hongkong, where passports and visas 
were sold to mainland as well as Hongkong 
Chinese for millions of dollars. a 
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PAK IS TAN 


Bhutto comes under pressure from Zia’s legacy 


Political deadline 





By Salamat Ali in Islamabad - 


hen President Ghulam Ishaq 

Khan told Gen. Mirza Aslam Beg 

at a military ceremony late last 
month that the army chief ensured the con- 
tinuing existence of democracy in Pakistan, 
his public allusion to the widely discussed 
fear of an army coup sparked a political 
row. The president touched a raw nerve at 
a time when myriad factors are threatening 
to overturn the fragile democratic order es- 
tablished since his predecessor Zia-ul Haq's 
Aügust 1988 death. 

Uppermost of the pressures facing both 
Ishaq Khan and embattled Prime Minister 
Benazir Bhutto, is the political deadline of 
20 March, one legacy of Zia's 12 years of 
military rule. Under a Zia constitutional 
amendment, the president retains full pow- 
ers until that date to nominate any member 





Beg: security for democracy. 


of the national assembly as the country's 
prime minister. The president also has 
powers until then to dissolve parliament, 
though following Zia's death this provision 
was interpreted by the courts as being lim- 
ited by "certain objective realities." 

The main national opposition group, the 
Islamic Democratic Alliance (IDA), has in- 
tensified its war of nerves to pressure the 
president into dissolving the government 
of Bhutto's Pakistan People's Party (PPP). 
The president was criticised by politicians 
for his comments to Beg, with even opposi- 
tion political leaders like Jamaat-e-Islami 
deputy chief Ghafoor Ahmad saying mar- 
tial law was a likely prospect soon. But of- 
ficials of the ruling party have said that their 
opponents would much rather have mili- 
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tary rule in the country than see the PPP re- 
tain power. 

The furore over the Beg incident comes 
despite the army chief's briefing to Pakis- 
tani media last September on the role of the 
army in a democracy. He said then that 
part of the democratic process was that the 
political system must correct itself when 
something goes wrong. "It has its own 
dynamics and in-built mechanism to correct 
itself — our responsibility and duty is to 
provide security to that system." 

Judging by the latest events, plenty 
seems to be going off the track and not 
many are prepared to see it for what it is — 
the unavoidable birth pangs of democracy. 
Bhutto, though leader of the majority 
party, was called upon to form a govern- 
ment under Zia's constitutional amend- 
ment towards the end of 1988 and obtained 
a vote of confidence from the national <s- 
sembly. As well, she some months ago de- 
feated a no-confidence motion brought 
when her erstwhile allies of the Muhajir 
Qaumi Movement (MOM) were enticed 
away by the IDA. 

The senior IDA leadership maintains that 
Bhutto automatically ceases to be prime 
minister after 20 March and that thereafter 
the constitution provides for electing a 
prime minister. However, not all the oppo- 
sition parties support the IDA on this, 
though rumours have been circulating that 
the army too favour Bhutto facing an elec- 
tion. Bhutto's majority, though wafer thin, 
is not in doubt, but the prospect of fresh 
elections has put her under pressure. 

The local press has linked an 8 March 
PPP high command meeting with the oppo- 
sition's demand for fresh elections and is 
insisting that despite her denials, she will 
seek re-election after 20 March. Local news- 
papers also stressed her two long meetings 
with the president, and talks IDA leader 
Punjab Chief Minister Nawaz Sharif held 
with Ishaq Khan, while the army chief was 
meeting with Bhutto. 

Further clouding the political horizon 
were developments in the PPP-ruled Sindh 
province and IDA-ruled Punjab. Bhutto, as 
party chief, replaced Sindh Chief Minister 
Syed Qayam Ali Shah with Aftab Shaban 
Mirani, who identified the cause of the 
change by declaring that the restoration of 
law and order was his top priority. The PPP 
alleged that the riots in the provincial capi- 
tal Karachi, led by its former allies in the 
МОМ, were aimed at toppling the state gov- 
ernment. The opposition group at the least 
had succeeded in bringing about a change 
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HING A EUROPEAN 


FREIGHT TRANSPORT HUB NEEDS.’ 


Says Dr. Reiner Gohike, President of the German Federal Railways and Chairman of the Supervisory Board of Schenker & Co. GmbH, a leading German forwarder. 


Duisburg has every right to be con- 
sidered one of Europe's leading trans- 
port hubs: it offers ideal transport links 
by water, rail, road and air. Thanks to its 
River Rhine link with the sea, Duisburg, 
the city with the world's largest inland 
port, has all the advantages of a seaport 
- now even with the benefits of a free 
trade zone. One of the first well-known 
international transport companies to uti- 
lize this facility is Schenker, a German 


Federal Railways subsidiary. Schenker 
have recognized the many advantages of 
this first inland German duty-free port 
and invested 60 million Deutschmarks 
there. Duisburg's port is also a major rail- 
way junction, connecting directly into 
the German Federal Railways Intercargo 
system, with a combined road-rail in- 
terchange to be opened soon. An effec- 
tive interface for all modes of transport, 
Duisburg is directly linked to the Euro- 


pean motorway network and close to 
Düsseldorf s Rhine-Ruhr airport, with 
excellent opportunities for close cooper- 
ation between different freight carriers. 
For more information on what 
Duisburg can offer your company, please 
contactour Agency for Business Promotion: 
Gesellschaft für Wirtschaftsfórderung, 


Kónigstrasse 63-65, D-4100 Duisburg 1, . 
West Germany. Phone (-203)28329 92. 


Fax (-203) 339099, 

















in Punjab. While Punjab's Sharif was 
Karachi making intemperate statements, 
car-borne Kalashnikov-toting 
prayed bullets in a bazaar in downtown 
ahore. In addition, on 18 February, the 
Punjab chief minister saw his candidate 
ose a crucial national assembly by-election. 
the victory, though not a major disaster for 
harif, was a much-needed boost to the PPP 
vhich, since coming to power in Is- 
amabad, had been losing almost all the by- 
lections in Punjab. 

. А further explosion of sectarian violence 
.took place іп Jhang, a Punjab district town, 
_over the killing of Haq Nawaz — a clergy- 
man of the Muslim Sunni sect known for 
-his virulent language against the rival Shia 
Sect. The cassettes of his speeches are top 
.sellers on the religious circuit. His death 
ignalled attacks on Shia mosques, other 
places of worship and homes in Jhang, 
nang Sharif to call in the troops. 
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unni protest rallies were held in al- 
į most all major towns in Pakistan, 
— with the protesters making a variety 
_ of demands from hanging the culprits by 15 
March to hanging prominent Shia citizens 
апа even the ambassador of Iran, a Shia- 
majority country. Six people arrested for 
the murder have denied involvement and 
investigations are continuing. 
. Following violence in Punjab's Rawal- 
| pindi at a protest rally on 2 March, the local 
- PPP leaders alleged that Sharif was trying to 
. divert the wrath of the protesters against 
them; though the murder emphasised his 
own : failure because Haq Nawaz had 
warned in advance that an attempt was to 
made on his life on certain specific dates 
d. the attack came exactly. at that time. 
t judging by the late clergyman's speech 
settes, he was fairly even-handed in 
aping abuse on both sides of the political 


An the background is an opposition bar- 
age that the PPP is not taking seriously the 
rrent confrontation between separatists 
and Indian authorities in Kashmir — a ter- 
divided between India and Pakistan. 
assert e Bhutto is more interested 


as: oots ie been aioe critical of 
tto on Kashmir — making it a domestic 
ssue between hawks and doves. 

<. Tt is not yet dear if Bhutto will call for a 
-vote of confidence in parliament after 
10 March to deprive her opponents of their 
legalistic argument. Some argue that 
doing so would be in her own interest, as it 
d give her the unquestionable right to 


ow ver, the IDA faces its own n prob: V ] 


terrorists - 


main. prime: minister until the next na 
nal e e 5 Bo ministers have not. 











eme] amendments to pem gov- 
erning the national newsagency, the 
| Berita Nasional Malaysia, (Bernama), 
are aimed primarily at enabling it to earn 
some much-needed income, However, the 
bill is worded in such general terms as to 
allow a wide interpretation of Bernama's 
powers as a conduit of information into the 
country. 

By giving Bernama the exclusive right to 
receive incoming news, the proposed legis- 
lation will ratify an existing administrative 
procedure introduced in 1984. Since then 
major foreign newsagencies have chan- 
nelled their news to local outlets through 
Bernama, for which they pay it a commis- 
sion or an annual fee. 

Bernama's function so far, however, has 
been strictly a technical one: the incoming 
news is almost immediately re-sent to sub- 
scribers, without cuts or editing. Despite an 
enlarged definition of news as information 
coming “in whatever form or manner," 






Bernama editor-in-chief Abdul Ка} nan 
Sulaiman said that the proposed legislation Е 
would поё affect the circulation of foreign 
publications. | 

But reservations remain in press circles, 
given a trend towards heightened press . 
controls in Malaysia, through other legisla- 
tions. At a journalism awards presentation 
on 22 February, Prime Minister Datuk Seri | 
Mahathir Mohamad told journalists: “үе. 
would be well to remember that we would ': 
not die if we did not know about some- 
thing. Don’t be too fanatic about the right 
to know.” 

Created in 1967 asa non-profit organisa- 
tion, Bernama has been limited by the 
original definitions of its role — before the 20 
major foreign wire agencies took greater in- 
terest in Malaysia, and long before the dis- 
tribution of financial news became a lucra- 
tive, function of newsagencies. 

As a statutory body, Bernama is finan- 
cially dependent on the government. How- 
ever, Official subsidies have been pro- 
gressively reduced. — from 100% of the 





FOREIGN 


RELATIONS 


S ends ban on high-level contacts with New Z ealand 


On speaking terms 


ashington has ended a four-year 
үү: on top-level contacts with 

Wellington, but the defence im- 
passe which spurred the rift remains and is 
unlikely to be resolved without a change of 
government in New Zealand. 

While Wellington assessed as "signi- 
ficant" the change reflected in a Washington 
meeting between US Secretary of State 
James Baker and New Zealand External Re- 
lations and Trade Minister Mike Moore on 
1 March, US Assistant Secretary of State 
Richard Solomon described it as an "adjust- 
ment" - 

Baker's predecessor, George Shultz, de- 
creed the no-contact policy in August 1986, 
when New Zealand passed a law banning 
nuclear-powered and nuclear-armed ships 
from its territorial waters, thus barring key 
components of the US Seventh Fleet. Since 
then, while senior members of the opposi- 
tion National Party have been welcomed at 
high level in Washington, government 
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` surfaced when the L 


However, the major figures in the stand- 
off — former New Zealand prime minister 
David Lange on the one hand and Shultz 
and former US defence secretary Casper 
Weinberger on the other — are nolongerin _ 
office. And some quiet diplomacy - by. 
American envoys. and by new Labour — 
Prime Minister Geoffrey Palmer, who 
studied and taught i in US universities inthe. 
late 1960s, has restored high-level contact. 

Signs that the. logjam es breaking ru 









tiative у Palmer at t 


Washington i in Deceuiber. А facto m the 
shift was the Palmer government's Sep- 
tember 1989 decision to re-equip its navy . 
with blue-water frigates, indicating a com- E 
Pressure within the Us also contributed. 
Congressman $ ephen Sii chairman. iof, / 
the US House of Represer 
on Fast Asian s 



































om million) i in 1986, which it کک‎ to deduce 

_it to M$1.3 million in 1989. 

^. But vnd the frin f financial im- 
vb gi 










Baest have given 
ponder. The de- 


ded by the dedasa ion of the UN Con- 
` ference on Freedom of Information, 1948, is 
seen by opposition politicians as offering a 
. rationale behind the bill. However, Rah- 
- man said that the reference was redundant 
since Bernama already was committed to 
. upholding press freedom in various other 
: Clauses of the original act. 

. Local newspaper editors had at first pro- 
` tested the 1984 administrative decision, 
fearing that the quasi-government Bernama 
would act as a news sieve, which turned 
out not to be the case. The question now is 
how future Bernama managers will choose 
to interpret or implement the new provi- 
sions, given vague references to un- 
` specified "other organisations dealing with 
-news." This, when read in conjunction 
with new provisions for shared distribution 
arrangements and profits, could well en- 
large Bernama's role beyond being merely a 
channel for the wire services and for mo- 
tives other than profit. ш 





describing as a "most indefensible anomaly" 
the fact that officials were "toasting the 
butchers of Beijing" but refusing to meet 
leaders from democratic New Zealand. 
But, in Palmer's words, New Zealand's 
anti-nuclear policy remains "non-negoti- 
able,” so the military impasse remains. Since 
early 1985, New Zealand has been denied 
| military intelligence, access to training and 
priority in equipment purchase and partici- 
pation in joint manoeuvres. It has also been 
barred from joint meetings with the US and 
‚ Australia under the Anzus treaty, and the 
US has withdrawn from its obligations to 
| New Zealand under that treaty. 


Апу change will have to await the re- 


“sumption of ship visits, which has been 
‚ promised by the opposition National Party, 
s rently favoured to win the general elec- 
-tion due by October. But National leader Jim 
< Bolger is faced with strong public endorse- 
.. ment of the anti-nuclear stance and has been 
Softening his commitment to restoring ship 
_ visits and talking in general terms of re-en- 
` tering military alliances instead of returning 
{о New Zealand's old role under Anzus. 
The New Zealand Herald reported Bolger as 
saying that the ground rules had changed 
and that it would no longer be necessary to 
ike any changes to the current anti-nu- 
clear legislation, under which the warship 
sits are banned unless the prime minister 
-satisfied a are not о nuclear 
























T he Northeast Provincial Council, the 


legislature for the predominantly 
ethnic Tamil region of Sri Lanka, has 
passed a resolution amounting to a unilat- 
eral declaration of independence. Such 
bravado, coming a few weeks before the 


complete pullout of the Indian peace-keep- 


ing force (IPKF) from the island has embar- 
rassed New Delhi and raised eyebrows in 
Colombo. 

The Indian embarrassment was com- 
pounded by the fact that the resolution was 
passed by a council dominated by its pro- 
tege, the Eelam People's Revolutionary Lib- 
eration Front (EPRLF) and also ran counter to 
its proclaimed aversion to separatism. So 
on 2 March, within 24 hours of the adop- 
tion of the resolution, India had to reassert 
that it supported the "unity and integrity of 
Sri Lanka," and not "any call for Eelam [in- 
dependent homeland] in any form." 

Chief Minister V. Perumal of the EPRLF 
told the provincial council that the Eelam 
declaration was valid for one vear. Should 
the Sri Lankan Government concede the 
demands for genuine autonomy his party 
had placed before Tamil Nadu Chief Minis- 
ter M. Karunanidhi in Madras, he said they 
would revert to the status quo in Sri Lanka. 
Indian Prime Minister V. P. Singh had as- 
signed Karunanidhi the task of making 
peace among the warring Tamil groups in 


Sri Lanka's northeast prior to the scheduled — 


31 March departure of the IPKF after more 
than two years on the island. 

Perumal’s threat was shrugged off in 
Colombo as the last throw of a desperate 
politician trying to create trouble before 


. leaving the country with the IPKF. Never- 


theless, the Sri Lankan Government agreed 
to debate the declaration in parliament, 
comfortable in the knowledge that the par- 
liamentary opposition also believed any di- 
vision of the country was unacceptable 
and, like the government, welcomed the 
departure of the IPKF. 

Perhaps more importantly, the EPRLF 
has publicly admitted that it is totally incap- 
able of protecting the boundaries of its 
putative state. On the ground, the EPRLF 
faces the well-armed veterans of the Liber- 
ation Tigers of Tamil Eelam (LTTE) who rep- 
resent the real power in the northeast and 
who, with Colombo’s encouragement, 


have systematically taken over the areas. 
abandoned by the IPKF. The banned Tamil 


National Army, raised by Perumal and 


`. trained by the IPKF, has now effectively dis- — 








жле its кш level P Persi 
the IPKF is also breaking up — with тат 
its volunteers disappeating with ud 
weapons. 


been at least pat ы pers ; 1 
ombo to deal with their opponents by forc : 


only in areas dominated by the ІРКЕ. Wi 
IPKF strength down to around 20,000 troo 
— from more than 60,000 at their peak de 
ployment — and confined to Trincomalee - 
and Kankesanturui port and the Palaly air- - 
base in the north, many of those opposed . 
to the LTTE have already sought sanctuary - 
in India. At least 3,000 such Bee are in 
camps in Tamil Nadu. v 

The LTTE are operating on the premise 
that President Ranasinghe Premadasa wi 


Wijeratne: weaning the “дип culture.' 


soon dissolve the Northeast Provincial 
Council and call fresh elections, which they 
are confident they will win. However 
Sri Lankan Government has declared thi 
will be no election in the northeast wh 
any party there bears illegal arms. { 
But no one in Sri Lanka expects the: 
to lay down their arms once the Indi 
pullout is complete, though Foreign Ми 
ter Ranjan Wijeratne — who as deputy 
fence minister is the political head o 
security forces — is on record as saying 
the Tigers have promised Premadasa tt 
would disarm once the Indians 
Wijeratne admitted the Tamil mili 
have grown accustomed to a gun- 
and “must be gradually weaned away fr 
it” — a task likely to respresent the g 
ment's next fae challenge i in the no 
east. | a 
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The long struggle to harness the waters 


Wealth and woe 


By Robert Delfs in Peking 


ima Qian, the 2nd century BC his- 
torian of the Han Dynasty, re- 
corded a song written by the Han 
emperor during a visit to a major 
breach in the banks of the Yellow River: 

The river broke through at Huzi. 

What could we do? 

Beneath its rushing waves, 

villages became rivers. 

The villages have all become rivers. 

There is no safety for the land. 

Our labours know no rest. 

Our mountains crumble. 

This breach was eventually closed at a 
place called Xuanfang. “I was among those 
who carried bundles of brushwood on their 
backs to stem the break at Xuanfang,” Sima 
. Qian recalled. “How tremendous are the 
benefits of water, and how terrible the 
damages!” ° 

Harnessing the bounty of the mighty 
rivers and limiting their destructiveness 
had been a central theme of Chinese ci vil- 
isation for centuries, even before Sima 
Qian's time, and it remains so today. Wa- 
terways have long been important for 
transportation and irrigation, and in mod- 
ern times as a source of electric power. But 
the primary focus, then as now, has been 
to prevent floods. 

The Chinese Ministry of 
Water Resources estimates 
that some 800,000 km? is 
threatened by floods, an area 
affecting about 40% of the 
population and 60% of the 
country's agriculture and in- 
dustry — mostly in the 
Yangtze basin and southern 
China. 

Flood control measures 
on the lower reaches of the 
capricious Yellow River are 
considered adequate to con- 
tain the worst flood that 
might be expected in a 
period of 60 years — com- 
monly called the 60-year 
surge — though there is still 
concern because the silt- 
laden river has raised its bed 
in the lower reaches about 2 
m since 1950, 

But the safety margin 
for the Yangtze River is 
much smaller, just adequate 





On other pages 


Proposal to dam the Yangtze 
provokes fierce debate: 26. Arteries 


of the empire: 28. 


to contain a 40-year surge in the mid- 
dle reaches and only a 10-20-year surge 
further downstream. The mean annual run- 
off of the Yangtze, almost 9,800 km, is 
nearly 17 times greater than the Yellow 
River. 

A Yangtze flood in 1981 left over 1 mil- 
lion people homeless. A more serious flood 
in 1931 cost 150,000 lives, and 30,000 died 
in a similar flood in 1954. But what experts 
fear most is a recurrence of the catastro- 
phic flood of 1870, perhaps China’s worst 
natural disaster in modern times, though 
the full extent of the devastation is unclear. 
Averting such a disaster is the main ra- 
tionale for the controversial Three Gorges 
Dam, which has been proposed for the 
Yangtze River. 

Over the past 40 years, the Chinese 
Government has spent about Rmb 125 bil- 
lion (US$26.5 billion) on water conservancy 
projects, more than 4% of all government 
spending. Small and medium-scale projects 
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make up a large proportion of the total, 
which includes 200,000 km of dikes and 
embankments newly built or repaired, 
82,800 dams and more than 6 million small 
reservoirs with a total storage capacity of 
448 km?. The work is typically carried out 
using requisitioned off-season rural labour, 
a continuation of China’s feudal corvee sys- 
tem. 

Taken together, these projects under 
communist rule have more than doubled ir- 
rigated area to 44-48 million ha, or 46% of 
China's total cultivated area. This may be 
near the practical maximum, however, and 
the irrigated area has actually shrunk dur- 
ing the 1980s. Many projects built in a rush 
in the 1950s, moreover, are now deteriorat- 
ing due to poor design or materials and re- 
quire major renovation soon. 

Additional gains in irrigation can still be 
made by improving efficiency of water use 
in existing projects. This would probably 
require increasing water-use fees to rational 
levels, which may be politically impractical, 
at least for the time being. Major expansion 
in irrigation, however, will increasingly rely 
on expensive, large-scale projects to trans- 
fer the abundant waters from the rain- 
soaked south to arid parts of north and 
northwest China. 

Hydropower accounts for 20% of all gen- 


Major canals and dams 
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erated electricity — which currently stands 
at 582 billion kWh — and about 5% of total 
primary energy supply. This is only a small 
fraction of exploitable potential, estimated at 
380,000 MW, among the largest in the 
world. 

But most of the remaining undeveloped 
sites lie in remote areas of the southwest 
and northwest, far from the major centres 
of demand for electric power. Long lead 
times and high construction costs also limit 
the prospects for a major expansion of 
hydropower. The main consideration in 
evaluating many dams is flood prevention, 
not power. 

A long-term development plan now in 
its final drafting stages envisages a number 
of major dams over the next 10-30 years 
— including the Mujiang (5,000 MW), 
Daduhe (3,400 MW), Bailongjiang (640 
MW), Yalongjiang (6,000 MW) and Lancan- 
jiang (4,700 MW) dams. The plan will also 
double the total capacity of small-scale rural 
hydroplants to 22,000 MW. 


uch of the territory that is now 
China was conquered not on 
horseback but from the decks 
of barges. China’s pre-modern 
economy relied largely on barges and other 
rivercraft for transportation. The volume of 
water-borne transport is still increasing, 
particularly on the Yangtze апа its 
tributaries. But the overall scale of inland 
waterways has been vastly reduced over 
the past decades, in part due to new dams 
and increased use of water for irrigation. 

The Yellow River and its tributaries 
were the laboratory where the Chinese 
people invented their civilisation, which is 
itself based in no small part on techniques 
for controlling water. That past is always 
present — the daily lives of millions still 
depend on levees and irrigation schemes 
which were first built in remote antiquity. It 
is not unusual for an engineer to refer in the 
same breath to both a modern project and 
the policy decisions of an administrator 
who lived hundreds of years ago. 

“Yu deepended the rivers and saved the 
empire from floods,” Sima Qian relates. 
The 21st century BC progenitor of water 
control succeeded where his predecessor, 
the legendary inventor of dykes, and a fig- 
ure symbolising communal labour, both 
failed. Scholars such as Sir 
Joseph Needham see here 
echoes of the inability of primi- 
tive society to mobilise labour 
to solve the problems of flood 
control as effectively as innova- 
tive proto-feudalism. 

From the 5th century BC 
on, Chinese philosophers de- 
bated rival theories of river 
management, mirroring their 
respective theories of poli- 
tical rule. Taoists, believing 
that rivers should be uncon- t 
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Baishan dam under construction: flood control and power. 


strained, argued that levees should be 
low and far apart, allowing the river to 
seek its own course. Confucians argued 
for large, high dikes set closely together, 
tightly controlling the course of the river. 
This would open up fertile areas along 
the banks for cultivation, but risked 
disaster if the levee was breached by flood- 
waters. 

Actual practice through modern times 
has been an unsettled compromise be- 
tween these two approaches, building ex- 
tensive dikes and levees set close to the 


river wherever practicable, but incorporat- 
ing large retention basins. In normal times, 
these basins can be used for cultivation (but 
not settlement, at least in theory). When 
the river rises to the point where the dikes 
are threatened, the basins can be flooded to 
absorb excess water. 

Even now, this ancient controversy has 
not been fully resolved. Its resonances are 
dear in the continuing debate over the 
Three Gorges Dam today — over whether 
it is possible, or wise, and how, to control a 
mighty river. & 
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Southern waters to feed the parched north 


The Canal’s siblings 


he Grand Canal was built in the 6th 
l century AD to transport grain from 
the fertile Yangtze Valley to north- 
em China, the centre of political power and 
China's most important military frontier. 
Today, Chinese engineers want to revive 
and expand the original canal, which has 
been blocked since the Yellow River 
changed course to the north of the Shan- 
dong Peninsula in the 1850s. 
But it is the water itself, not grain, that is 
the proposed main cargo for the canal in 
the 21st century. A fundamental element of 
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China’s geography and climate is that the 
rain falls mainly in the south, while key un- 
derground water reserves in the north are 
drying up. Although the canal project will 
be expensive — the first phase costing an 
estimated Rmb 50 billion (US$10.6 billion) 
— and a huge drain on east China's scarce 
supply of electric power, it is needed to 
supply the expanding  urban-industrial 
centres of Peking and Tianjin and meet 
north China's demand for irrigation. 

The first stage of what Chinese planners 
call the South Waters North project is an 
11,700-km canal from Zhen- 
jiang, on the Yangtze, to Tian- 
jn. This eastem route will 
mainly follow the path of the 
original Grand Canal, crossing 
under the present course of the 
Yellow River near Dongting 
Lake, west of Jinan in Shan- 
dong province. 

Since the bed of the Yellow 
River is 40 m higher than the 
canal's beginning and terminus 
points, the water will be 
pumped uphill through 13 gra- 
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dients — a total lift of 65 m over а distance of 
640 km, and then rely on gravity for the de- 
scent to Tianjin. 

The project will require 23 pumping sta- 
tions with a total installed capacity of 370 
MW, which will consume 1.5 billion kWh 
of electricity annually. Approval initially 
was given in 1983 for 400 m/sec (cubic 
metres per second) intake pumping capa- 
city and expanding canal sections as far as 
the Yellow River. Now, an expanded ver- 
sion of the project for the full route to Tian- 
jin with pumping capacity increased to 600 
msec is near final approval. 

When completed, possibly by 2000, the 
canal will lift about 9 km? of water annually 
from the Yangtze, of which 2.5 Кт? will 
actually cross north of the Yellow River and 
1 km? will reach Peking. Most of the water 
will be used in water-deficient areas of 
northern Jiangsu, Shandong and Hebei 
provinces, mainly for irrigation. 

The need for such projects is dictated by 
the fact that southeastern China receives as 
much as 2,000 mm of rain a year, while an- 
nual precipitation in the arid northwest 
may be only 200 mm or less. The mean an- 


Canal diversion construction; canal traffic near Hangzhou: servicing the arid north. 


nual run-off of the Yangtze is nearly 9,800 
km3, more than 17 times greater than that 
of the Yellow River. Water for irrigation 
and industrial use thus is extremely limited 
north of the Yangtze Valley. Extreme vari- 
ability and unpredictability of rainfall 
means that the area is subject to serious 
local droughts, which can occur simultane- 
ously with serious flooding further south. 

More than 100 cities in China have in- 
adequate water supply and 40 suffer seri- 
ous shortages. There is now a total shortfall 
of 3.5 m? per year and rising in an area of 
428,000 knv, according to available official 
estimates, which are not broken down 
geographically. However, the situation is 
most serious in Peking and Tianjin, where 
urban and industrial expansion is rapidly 
increasing demand at a time when local 
supplies are drying up and underground 
reserves in Peking are declining at an esti- 
mated rate of 5% a year. 





With a combined population of 19 mil- 
lion, these two municipal districts together 
used about 6.6 km? of water in 1987. Total 
water resources available average only 6.9 
kn? a year, however, and in а dry year can 
fall to only 4.8 km», far below annual re- 
quirements, according to a May 1989 pros- 
pectus for an ADB study. 

Guanting Lake, one of Peking's two 
main reservoirs, is drying up. Fed by the 
Sanggan River, which originates in north- 
ern Shanxi, the lake's annual inflow is 
dropping because Sanggan water is in- 
creasingly diverted upstream to supply coal 
mines and generating stations in Shanxi 
province. 

Tianjin's urgent water crisis was tem- 
porarily alleviated in 1983 by the construc- 
tion of a 230-km canal linking the city to the 
Luan River north of the city, but Tianjin is 
expected to suffer serious shortages again 
by 2000 or sooner. 

The projected Rmb 50 billion cost of the 
east route canal to Tianjin, mainly repre- 
sents the costs of purchasing and installing 
new pumps and building a by-pass culvert 
below the Yellow River. A final leg to trans- 


>”? 


^ c 


fer water from Tianjin to Peking will add an 
additional Rmb 10 billion. 

The project will be financed jointly by 
the central and provincial governments. 
The only serious technical issue is the un- 
derpass under the Yellow River, and the 
feasibility of this was demonstrated by a 
test culvert completed in 1988. Many sec- 
tions of the route, still in regular use as far 
north as Xuzhou in northern Jiangsu, will 
not require any work at all. 

There was considerable opposition to 
the project when it was first proposed. Cri- 
tics argued that the immense scale of the 
project was unnecessary, that the mag- 
nitude of the water shortage in northern 
China had been exaggerated and that di- 
verting water northward from the Yellow 
River would be sufficient to meet the re- 
gions needs. 

Jiangsu province, which tends to regard 
the downstream Yangtze River as "its" 
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water, was unconvinced of the benefits of 
the project, particularly because it would 
have to supply most of the electricity 
needed to pump the water up to the Yellow 
River. The decision to expand the intake 
capacity of the canal by one-third in 1985 
was in large part necessary in order to pro- 
vide additional benefits to Jiangsu, sources 
close to the project said. The additional in- 
take capacity will make it possible to pro- 
vide extensive amounts of irrigation water 
to the less-developed northern Jiangsu re- 


gion. 
Shanghai, meanwhile, was concerned 


with the environmental impact of lifting 
this large amount of water from the 
Yangtze River. In 1978, Shanghai experi- 
enced serious problems with salinity in its 
water supply due to salt water encroach- 
ment’ in the Huangpu River and queried 
the impact of the new canal. 

But while researchers in Nanjing 
acknowledged salinity was indeed a prob- 
lem, they concluded that it would be solved 
once other planned dams upstream on the 
Yangtze, including the controversial Three 
Gorges dam proposal, were completed. 





Meanwhile, it may be necessary to reduce 
the intake or even shut down the canal dur- 
ing February-March during years of abnor- 
mally low winter flow in the Yangtze. 
Another question involved the risk that 


schistosomiasis, endemic in southern 
China, might be transmitted to the north. 
Researchers in Jiangsu claim, however, that 
oncomelania snails, the intermediate hosts 
of the schistosomiasis parasite, cannot sur- 
vive or breed north of latitude 33.15°, the 
disease's current maximal northern extent. 

The South Waters North project will be 
undeniably expensive and a huge drain on 
east China's scarce electric power, and cur- 
rent restrictions on investment funds are 
delaying the project. But the plan's backers 
say the government's renewed focus on de- 
veloping agriculture and basic infrastruc- 
tural projects, and a broader appreciation of 
the urgent need for new water supply in 
the north, have strengthened support for 
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the project. “The leaders’ views are now 
consistent on this,” said Chen Chunhuai, a 
senior engineer of the Ministry of Water Re- 
sources South Waters North planning office 
in Peking. 

The project eventually may include two 
additional routes farther west, though it is 
unlikely that work will begin on either until 
well into the next century. 

The central route, starting from the Dan- 
jiangkou Reservoir on the Han river, would 
transfer up to 10 km? of water annually di- 
rectly to Peking using gravity flow only, 
thus avoiding the high electric power costs 


of the eastern route. But this project must 
wait until the final phase of the Dan- 
jiangkou dam project is completed, increas- 
ing the reservoir height by 13 m. 

The western route would consist of sev- 
eral short canals high on the Qinghai-Tibe- 
tan plateau to shift 10-20 km? of water an- 
nually from headwater tributaries of the 
Yangtze to the upper reach of the Yellow 
River, vastly increasing the usable water 
supply in the extremely arid northwestern 
region. But costs will be high, and the total 
lift much greater than the eastern route, 
ranging from 350-520 m, requiring higher 
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Proposal to dam the Yangtze provokes fierce debate 


Troubled waters 


fforts to tame and utilise the 
E Yangtze's turbulent waters have 
been continuing for centuries, but 
plans to straddle the river with the world's 
largest dam have unleashed a torrent 
of criticism from both laymen and ex- 


Damming China's greatest river, is a 
dream which has captivated engineers and 
politicians since 1923, when Sun Yat-sen 
first the idea. However, despite 
decades of studies, planning and debate 
the project still seems distant, though the 
issues stirred by the project 
offer an insight into the strug- 
gle for parochial, bureaucratic 
and political turf by various 
sectional interests. 

According to Ministry of 
Water Resources (MWR) offi- 
dials, a 175-m-high dam at the 
Yangtze's Three Gorges would 
inundate a 1,000-km? area, 
form a lake extending 700 km 
upstream to the city of Chong- 
qing and force nearly 250,000 
people from their homes and 
farms. The total cost of the pro- 
ject, induding construction, 
high-tension transmission 
lines, compensation and reset- 
tlement would be Rmb 26-32 
billion (US$6.7-7.6 billion). 
Two power plants with a com- 
bined capacity of up to 18,720 MW would 
generate as much as 90 billion kWh 
annually — or about 15% of China's total 
supply of electricity in 1989 — and the equi- 
valent of burning 52 million tonnes of raw 
coal. 

But the dam's potential as a source of 
electric power is a secondary issue. It would 
take at least 10 years before the first 
generators were commissioned and nearly 





20 years before the entire project was 
finished. Since an equivalent increase in 
total generating capacity could be achiev- 
ed in a shorter period and at a lower 
cost through several smaller thermal and 
hydroelectric plants, the electric power 
bureaucracy has tended to oppose the pro- 
ject. 

The case for or against the dam rests on 
its ability to control the Yangtze's periodic 
surges and subsequent flooding. Its sup- 
porters, centred in and around the MWR, 
believe the dam is the only way to protect 


Traffic pressure on the Yangtze lock system. 


downstream regions against catastrophic 
floods. The Yangtze's current flood-control 
defences are only capable of withstanding 
the worst flood that might be expected in 40 
years (commonly called a 40-year surge) in 
the middle reaches, and are vulnerable to a 
10-20 year surge further downstream. The 
middle-reach sections pivot on the vital 
Jingjiang levee and the dikes around the 
city of Wuhan. The Jingjiang levee, first 
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dams, extensive tunnelling and higher 
pumping costs. The desolate high-altitude 
sites — 2,900-4,500 m above sea level — are 
far from existing population centres and 
support services. 

However, this project could have an 
immense impact in the underdeveloped 
northwestern region, which has promising 
mineral and land resources but currently 
is one of the poorest regions of China. 
"The western route will eventually be 
built,” Chen said confidently. “There is no 
other way out for the northwest.” 

п Robert Delfs 


built in the 15th century and expanded in 
the 18th century and the 1950-60s, protects 
the densely populated, low-lying north 
bank of the river between Shashi and Jianli. 

The maximum flow that can be sus- 
tained in this section is only 40,000 m/sec. 
At peak flow, however, the volume of 
water further upstream may reach 60,000 
m/sec or higher — in the disastrous 1954 
flood, which cost 30,000 lives, the flow at 
Yichang station reached 70,000 m*/sec. Up 
to 20,000 m*/sec would flow temporarily 
into the Dongting Lake system, which acts 
like a giant sponge and is capable of absorb- 
ing as much as a third of the Yangtze flow 
during the summer floods. But the capacity 
of the Dongting system is being gradually 
reduced by siltation and agricultural en- 
croachment. 

Backstopping the Jingjiang levee are 
emergency retention basins in the Jingjiang 
flood diversion region south of the river. 

"If the water level at Shashi 
; reaches 45 m, we would open 
2 the gates,” says Wei Tingzhen, 

commissioner of the MWR's 

Yangtze Valley Planning Office 

in Wuhan. But sacrificing this 

area would entail heavy eco- 

nomic losses — up to Rmb 10 

billion if all the retention basins 

had to be used. 

Swollen by sudden mon- 
soon rains, Yangtze floods can 
come with little warning. 
Some experts believe a 1,000- 
year flood, such as the devas- 
tating inundation of 1870, 
could cost up to 1 million 
lives and incalculable economic 
losses. “There is no substitute 
for the Three Gorges Dam,” 
Wei says. “If you control the 

Three Gorges, you control 70% of the 
water in the river. The rest of it is no 

Others have divergent views. Opposi- 
tion to the Three Gorges Dam came to a 
head in April 1989, when 270 deputies to 
the National People's Congress put for- 
ward a proposal arguing that the dam 
should be postponed until the next cen- 
tury. Leading members of the Chinese 
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People’s Consultative Conference (CPCC) 
also criticised the project. Vice-Premier Yao 
Yilin subsequently announced that there 
would be further consideration of the pro- 
ject until 1995. 

The dam's critics also issued a book 
of essays and interviews attacking the 
project. The publication of Yangtze! Yangtze! 
marked a watershed event in post-1949 
Chinese politics as it represented the 
first use of large-scale public lobbying 
by intellectuals and public figures to 
influence the governmental decision-mak- 
ing process. 

Dam supporters in the MWP concede 
that Li Rui is the most credible of the detrac- 
tors. Currently a member of the party's 
Central Advisory Commission, Li has op- 
posed the Three Gorges project in and out 
of government since the 1950s, when he 
was a vice-minister of water conservancy 
and electric power. Purged in 1959 after the 
Lushan Conference, he served again as 
vice-minister of electric power from 1979- 
82. 

"The 1870 flood primarily inundated the 
areas south of the river in Hunan province, 
pouring into Dongting Lake," argues Li in 
an interview published in Yangtze! Yangtze!. 
"It never breached the Jingjiang levee north 
of the river, which was much weaker then 
than it is now." 

Li believes the Jingjing levee actually 
contributed to the severity of the 1870 
flood. The levee eliminated what had previ- 
ously been a second natural flood retention 
basin north of the river, placing additional 
stress on the Dongting Lake system. This 
was "sacrificing the north [Hubei] to protect 
the south [Hunan],” says Li, noting that 
Zhang Zhuzheng, the Ming dynasty prime 
minister who was in charge of constructing 
the levee, was a native of Hubei. Li, it 
should be noted, spent his early career 
working in Hunan. 

Sun Yueqi, member of the CPCC stand- 
ing committee, a former minister of eco- 
nomics under the Kuomintang government 
and another Yangtze! Yangtze! contributor, 
agrees. "Zhang Zhuzheng's blocking the 
north of the river was the first mistake. The 
second mistake was to allow too much 
agricultural encroachment around the 
lakes, reducing their capacity as flood reten- 
tion basins by half. Building the Three 
Gorges Dam would be the third.” 

Li and Sun's prescription for controlling 
the Yangtze rests on a combination of 
strengthened dikes and improved retention 
basins on both banks, as well as building 
dams on the main tributaries in Sichuan. 
This is strongly supported by water re- 
sources Officials in Sichuan, as it would 
help control both drought and flooding in 
the province and protect Chongqing. Si- 
chuan would also use most of the electric 
power generated by tributary dams, some- 
thing it could not do from the Three Gorges 
Dam due to the difficult terrain. 
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irrigation methods unchanged in centuries. 


But the authorities in Chongging city 
support the project as they see it greatly 
facilitating navigation upstream, making 
the city accessible to much larger vessels 
and expanding access to the vast cen- 


{ 
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tral Yangtze economic region down- 
stream. But Ministry of Communica- 
tions officials, concerned about shipping 
delays during the construction period and 
the capacity of the ship locks incorporated 
in the dam to handle the volume of traffic, 
are in the main critical of the dam. Other 
critics point out progressive siltation could 
gradually fill the reservoir, eroding its capa- 
city to contain flood waters and leaving 
Chongging stranded behind a 700-km wall 
of mud. 

Despite their critical stance towards 
the dam, officials in Sichuan are uncom- 
fortable about the publicity surrounding 
the debate, and particularly the role 
played by Yangtze! Yangtze! Their unease 
may be linked to the arrest of the editor, 
Dai Qing, for allegedly supporting the 
counter-revolutionary unrest in Peking 
last spring, which has made her support 
into a potential political liability. “Most 
of these people are not really qualified, 
and their arguments are exaggerated,” 
one Sichuan official says. “This issue 
should be debated among scientific experts, 
not used to further other, political, pur- 
poses.” п Robert Delfs 
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Millennia of labour have shaped China’s waterways 


Arteries of the empire 


founder of the Xia Dynasty in the 21- 


T he Great Yu, the semi-mythical 


20th century BC, was the father of 
China's early water control system. 
Through the succeeding millennia, his de- 
scendants were among the earliest develop- 
ers of hydraulic engineering in the world — 
a system of immense scale and technical 
sophistication, whose legacy survives and 
is still in use today. 

While escaping the wrath of periodic 
floods remained a primary emphasis, these 
works were also the key to China's agricul- 
tural productivity and the basis of an exten- 
sive inland water-borne transport system. 
Sima Qian, the 2nd-century BC historian, 
discusses 11 major canal projects built be- 
fore his own time, most of which were con- 
sciously designed to provide both transpor- 
tation and irrigation. 

One of these, near present-day 
Chengdu in Sichuan, is the Capital River 
Weir. Built in about 240 BC, it “made, and 
still makes today, the Chengdu plain the 
most fertile area in all of China,” according 
to Lyman Van Slyke, a Stanford University 
sinologist. The designer, Li Bing, cut 
through the shoulder of a hill to open a 
new channel off the Min River. And to en- 
sure a constant flow in the channel, he built 
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an artificial island buttressed with stone 
weirs dividing the waters upstream. The 
deep, narrow (30 m wide) cut in the hill 
limits the amount of water that can pass 
through, forcing excess water back across 
the island to the main stream through a 
spillway when the river is high. The system 
is still in use today, supplying water to 
Chengdu city and nearby areas containing 
more than 5 million people. 

The major rivers in China run west- 
to-east, dividing the country into distinct 
north-south regions. Canal transport was 
crucial to the unification of China as a con- 
tinental empire. Near present-day Guilin 
in Guangxi province, the 30-km “Magic 
Canal” connects the north-flowing Xiang 
River, a tributary of the Yangtze, to the Li 
River, which joins the Gui River to flow 
south to the West River and then to Can- 
ton. Built at about the same time as the 


Capital River Weir, it is the first contour 


transport canal ever built in the world, and 
it is the reason why southeast China is part 
of China. This canal provided direct water- 
borne transport from north China to as far 
south as Canton. 

The “Magic Canal” is unusual in that it 
was built exclusively for military purposes. 
Sima Qian records that the Qin Emperor 
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| Untold numbers of war barges, soldiers 
-and supplies crossed the divide from pre- 
sent-day Hunan on this canal during the 
Han Dynasty to complete the conquest of 
southeast China. 

The Grand Canal is the most well- 
known example of pre-modern Chinese 
hydraulic engineering. The main course of 
the original Grand Canal, completed in 605 
by connecting several pre-existing canal 
sections, facilitated shipment of grain from 
the productive lower Yangtze valley to the 
Sui capital near Loyang. 


outh of the Yangtze, the canal con- 
tinued through the rich delta region 
as far as Hangzhou, forming the 
main trunk of a dense network of canals 
with connections to every town and impor- 
-tant village. A sophisticated culture de- 
veloped in this highly productive region, 
focused on wealthy canal cities such as 
Suzhou, Changzhou, Hangzhou апа 
Shaoxing. A new canal section extended 
north of the Yellow River to near present- 
. day Peking, forming a Y-shaped system to- 
-talling about 2,500 km. 

А new canal was constructed after the 
Mongol invasion in the 13th century to ship 
Yangtze Valley grain direct to the new 

"Yuan capital at Peking. This modern Grand 
Canal has continued in uninterrupted use 
` to the present day, though there has been 
. no through traffic since 1855, when a dras- 
tic change in the course of the Yellow River 
стаде part of the mid-section of the canal 
impassable. 

This was not just a big ditch. North of 
the Yangtze, the canal must ascend а 
` gradual slope to a summit more than 40 m 
_ higher than its starting point, requiring a 
complex system of locks, feeder lakes and 
lateral canals to maintain the appropriate 
© water level in different sections of the canal 
as boats were slowly raised up the hill. 
^ During Ming times (1355-1644), the 
2 Grand Canal carried from as much as 350- 
400,000 tonnes of grain every year, the 
feblood of the empire. The Ming eventu- 
y followed the Yuan Dynasty precedent 
relocating its capital in Peking to direct 
large garrisons in the north to counter 
‘threat of renewed Mongol invasion 

b yond the Great Wall. BE 
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ecurrent quarrels in South Asia, 

notably the continuing unrest in 

Kashmir, are in marked contrast to 
recent global trends towards reduced ten- 
sion. But the effects of detente beyond the 
Subcontinent are now beginning to be felt 
in the region, narrowing the potential for 
conflict and changing old assumptions 
about US and Soviet alignments. 

South Asia’s disputes range from peren- 
nial Indo-Pakistan suspicions, through 
Indo-Nepalese tensions, nearly three years 
of armed Indian intervention in Sri Lanka, 
foreign-supported secessionist terrorism in 
Punjab and differences between New 
Delhi, Dhaka and Islamabad over the use of 
Himalayan river waters. 

Indian Prime Minister V. P. Singh's gov- 
ernment came to power 
three months ago prom- 
ising to improve this pic- 
ture. And although а 
speedy, across-the-board 
improvement in ties re- 
mains remote, Foreign 
Minister I. K. Gujral has 
taken steps to defuse at 
least some elements of 
New Delhi's complex 
quarrels with its neigh- 
bours. Pakistani dip- 
lomats note Gujral’s care- 
ful acknowledgments in 
his statements about Is- 
lamabad's “legitimate sec- 
urity concerns” and his 
explicit hopes for im- 
proved relations. In addi- 
tion, criticism of Pakistan 
in the Indian media gen- 
erally shies away from directly attacking 
Prime Minister Benazir Bhutto. 

Similarly, though Singh told Nepalese 
Foreign Minister 5. K. Upadhayaya in Jan- 
uary not to expect any early border-reopen- 
ing moves by India in the two countries’ 
year-long trade and transit dispute, Indian 
officials have played up bilateral talks in 
New Delhi on 20-22 February. Singh's 
ministers have also avoided capitalising, at 
least publicly, on Nepal's new “pro-demo- 
cracy” movement. 

Gujral’s 16-18 February visit to Dhaka 


‚ also set the right tone for future, substan- 


tive talks on river water diversion and 
covert support in India for some Ban- 
gladesh oppositionists. 

Gujral has been sending other signals. 





Gujral: setting the tone. 
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New Delhi has pledged the la: 
peace-keeping force units will lec 
Lanka by 31 March, while Gujral's first offi- 
cial foreign visit was to the Maldives, timed 
in December to coincide with the departure 
of Indian troops from the islands. India in- 
tervened in November 1988 to protect Pre- 
sident Maumoon Abdul Gayoom's govem- 
ment from a coup attempt. 
Despite this intra-regional diplomacy, | 
the greatest change in South Asian politics _ 
comes from beyond the Subcontinent. 
Above all, there has been a significant shift _ 
towards more US support for India. When _ 
Kashmiri separatism once again erupted in 
January, Washington made it clear to Pakis- 
tan that armed hostilities with India could 
leave Islamabad without US support. Pe- 
king delivered a similar message, as it had _ 
done last year when Indo-Pakistani artillery be 
duels on the Siachen a 
glacier intensified. : 
After mutual consul 
tation, Washington and 
Moscow delivered sub- 
stantially the same “cool. — 
down" message to lS: 
lamabad and New Delhi. 
Reliable sources . con- 
firmed these messages 
went to each capital from . 
"the. highest levels" of 
the US and Soviet gov 
ernments. US and Soviet _ 
efforts to prevent Indian _ 
and Pakistani hostility - 
deepening into conflict | 
over Kashmir are based — 
on a number of factors: 
Moscow faces a growing - 
separatist challenge in 
Soviet Central Asia, and . 
wants Islamic separatism contained | 
throughout the region. The US, for its part 
has become India's main export desi 
and its largest foreign investor. In additk 
China places considerable importance: 
improved ties with India, with Fo 
Minister Qian Qichen scheduled to 
New Delhi in late March. a 
These external pressures have rein 
forced changing perceptions within. n 
over Kashmir. As the scale and nature 
Kashmiri protest becomes better und 
stood, there is growing recognition in Ir 
that poor political management from Nev 
Delhi in recent years and the debasemen 
of representative institutions in the state - 
notably electoral fraud in the last genera 
election — aggravated the roblem. 
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Traveller’s Tale 


elshmen celebrate 1 March as 
the day of the country’s pa- 
tron saint, David, an early 
| Christian proselytiser. They 
observe the anniver with ceremonies 
heavily laced with pagan, druidical rites in- 
. | voking peace and good harvests. All harm- 
. | less enough, I always thought. After all, a 
| sense of roots is generally accepted to be a 
. | positive factor in anyone's identity, in any 
| society’s sense of cohesiveness and thus a 
large factor in any nation's ability to grow. 
But tribal loyalties can easily degenerate 
into chauvinism or racialism, into local 
hate-breeding nationalisms which wreak 
havoc in Ireland or Azerbaijan or into the 
sort of self-defeating pride which some Ja- 
panese take in their alleged racial homo- 
nei 
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eneity. 
 Tribalism is fine if it acknowledges 
rider loyalties. Most Welsh do accept their 
membership of Britain, even if resentful of 
English hegemony, just as the Jews, Irish, 
Black, Hispanic and and other ethnic 
groups in the US regard themselwes as 
“primarily American. Then what of seces- 
_ | Slonist movements in India, for example? 
‘Such uncomfortable thoughts arose as T 
attended the Welsh saint's bardic celebra- 
tions in Hongkong. The previous week 1 
had attended another gathering, the One 
Asia Assembly, organised by the Press 
oundation of Asia. As well as press men 
id women from the whole region and 
lorth America (with the notable exception 
f Singapore), the get-together assembled 
гап impressive collection of bankers, invest- 
ors, businessmen, technocrats, economists, 
luminaries from the UN and other interna- 
tional organisations (IMF, World Bank, ADB, 
tc), who trundled over the issues of the 
.next decade — from Eastern Europe and 
poverty, from the problems of reporting 
conflict to those of sustained growth, from 
the flow of investment funds to the flow of 





ven were press colleagues who have been 
porting on the region over the past three 
ecades or so — Raul Locsin (who intro- 
uced me to Manila's watering holes in the 
early 1960s), Stanley Karnow (now author 
‘of good books on Vietnam and China), 
former REVIEW staffer Joe Galang (now with 
the Manila Chronicle and who once memor- 
ably messaged the REVIEW that he would 
file an expected story on Tuesday evening 


Skip" Isaacs (another Vietnam-era corres- 


A lot of old familiar faces were floating - 
ound Manila. Among the many media- ` 


if the bureau is not bombed”), and Arnold. 
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pondent who bloomed into authorship). 

Also present were Mochtar Lubis 
(whom I got to know first as the author of 
the Sukarno-years lament Twilight in Jakarta 
and later as editor of Indonesia Raya), Yoshio 
Murakami (who reported China for the 
Asahi Shimbun of which he is now foreign 
editor), Asia Finance editor Amhitabha 
Chowdurhi and so on. 


The assembly opened on a high note 
with a blessing from Cardinal Sin, one 
keynote address by President Cory Aquino 
(unsurprisingly, former Marcos strongman- 
turned-revolutionary Juan Ponce Enrile 
was not around — his arrest was to follow 
shortly) and another by Prof. John Gal- 
braith who, in the elegant tones and irrefut- 
able logic of an Ivy League guru, proved 
the connection between sustainable, stable 
growth and a free press. 

Then followed a first — an Asian sum- 
mit in which five regional leaders were 
linked in dialogue via satellite magic. For 
once the content was more important than 
the technological wizardry involved, partly 
because the organisers had sensibly: paid 
another ^ old-correspondent-made-good, 
Bernie Kalb, to chair the discussion — pre- 
sumably on the grounds that only an 
American anchorman would have the gall 
to interrupt and cut off such leaders — in 
fact to edit them into a comprehensible in- 
terchange with a panel of questioners. The 
organisers evidently felt that fellow Asian 
media-men would have been too polite, 
overawed or just plain scared. 

Bernie did his very professional best, 
but the result was hardly . The tele- 
genic Benazir Bhutto had sacrificed the pre- 
cious asset of immediacy and insisted on 
being pre-recorded; India’s foreign minister 
was disturbed by an echo and simply took 
his ear-plug out, and so was interrupted 
with the greatest difficulty (an unfortunate 
shot showed Bernie making cutting mo- 
tions across his throat and burying his head 
in his hands). South Korea’s president 
spoke in Korean but his prime minister 
fielded some challenging questions with 
aplomb. The man who undoubtedly came 
across as the most rational and balanced 
in appearance, though voicing some chill- 
ing ideas on church and state and on 
Southeast Asian versions of democracy 
was Malaysia’s prime minister, Mahathir 
Mohamad. The media became the mes- 
sage. 


One Asia is one of those concepts which : 
tend, like the former Soviet SEE, to f ib 





apart once subjected to the test of local | 
nationalisms. And thus my pondering on | 


tribalism and its disruptive effects. The 
presiding guru of the One Asia Assembly - 
was Tarzie Vittachi, a man who has spent | 
much of his life dedicated to internationalist 
ideals. The star of the show, however, was 
a Russian, Genaddi Gerrasimov, the for- 
eign affairs spokesman of Soviet кышы. 
Mikhail Gorbachov.. 

Gerrasimov proved repeatedly ready to 


field every question — though not neces- - 


sarily answer it. But his evasions were witty 
and charming. One Filipina journalist call- 


ed him the Russian Danny Kaye, better | 


than many a professional stand-up. comic, 
and an American pressman lamented that. 
the White House lacked such a spokesman. 
No issue threw him. Moscow and Estonia? — 
Or Latvia? Moscow wanted the marriages 
to continue. If it was not to be, the terms of 
the divorces still had to be worked out. 
Other violent local nationalisms? Unfortu- 
nate facts of life which had been buried 
under the Soviet national fiction of unity. 
How long, given the enormous forces 


ranged against him, would Gorbachov last? 


“A very long time." Why? "Because no one 
wants his job." A brilliant performance. 
One Asia dreams or fictioris looked 
pretty threadbare on. several occasions. 
Once I encountered a Northeast Asian 
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gentleman in а narrow doorway. I stepped - 


aside and murmured politely, “Dozo.” My 
mistake. "I am not Japanese,” the Korean 
delegate hissed. One Southeast Asian re- 
marked on the poor attendance of the 


South Asians at the later sessions devoted: 


to the financial lifeblood of the media, their 
advertising revenues, "The Pakistanis have 


gone shopping and the Indians have had. 


their fill of moralising," he shrugged. 


А nice touch: one Australian woman rep- 


resenting Canberra officialdom admitted — 


that there were three great, well-known 


lies in the modern world: they were: “The 


cheque is in the post"; "Of course, darling, 


I'll respect you in the morning," and "I'm 


from the government and I'm 


here to help 
you." 


One Asia? Or tribal loyalties? Well, here is 
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How we return your laundry 
at the legend in Bangkok. 





THE ORIENTAL 
BANGKOK 


In years long gone, laundry was 
washed the gentlest and most thorough 
way, by hand. We still uphold this 
tradition at The Oriental Bangkok, 
treating every item with consummate 
care from start to finish. Then, 

before it is returned we gift-wrap it. 
The finishing touch: an orchid. 

A small detail, to be sure. 


But taking infinite care with 

every detail, big and small, has earned 
us a reputation as the world's 

finest hotel. Little wonder, then, that 
The Oriental Bangkok has been the 
choice of royalty, artists, and 
dignitaries for over a century. Because 
when it comes to service, 

we're old hands. 
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PHILIPPINES 


Environmentalists fight to save reef from ruin 


Toll on the atol 


By Yasmin D. Arquiza on the 
Tubbataha Reef, Palawan 


n the shallow lagoon near Bird Islet 
three huts sit on stilts, home to a small 
crew of seaweed farmers. Inside one 
of them huge, red letters hewn from 
plywood and spelling Shemberg, the na- 
tion’s largest seaweed company, lean 
against a wall. Outside, under the emerald 
water, the Tubbataha Reef stretches 
for 33,200 ha, the largest coral reef atoll in 
the Philippines and the first protected 
marine park. 
This is the front line of the battle of con- 
servation versus economic development. 
This battle pits a young entrepreneur en- 
dowed with political connections and a vi- 
sion to make his company — Shemberg 
Marketing — king of the seaweed trade 
against an assortment of environmentalists, 
divers and fishermen who claim they are 
fighting to save the reef from ruin. Where 
the two sides have squared off is in the 
middle of the Sulu Sea. Tubbataha Reef, 90 
nautical miles and 12 hours by boat from 
Palawan's main city of Puerta Princessa, is 
capped by two atolls whose rocks lure sea 
birds and whose small sandy beaches offer 
а haven to nesting green sea turtles. Be- 
. . neath the atolls, 46 genus and 300 species of 
` coral have been found, along with 379 
E of fish. 

The tale of the battle over Tubbataha be- 
gins in 1987 and has a roster of characters 
reaching from Palawan to Cebu to Manila. 
First there are the marine biologists who 
call Tubbataha the richest, most environ- 
mentally diverse reef in the Philippines. 
They are joined by the divers and tour or- 
ganisers who make lucrative excursions to 
| the reef and insist that Tubbataha must 
be left in a pristine state. 

The lead character on the opposing 
side is Benson Dakay, a 35-year-old 
Filipino-Chinese business star and head 
of Shemberg, who says the reef is per- 
fect for large-scale seaweed farming. Al- 
though there are only about 20 farmers 
there now, Dakay envisions 6,000 
families tending 6,000 ha of seaweed 
farms and living in huts scattered around 
the reef's lagoons. 

For a while, he had managed to enlist 
the assistance of such political heavy- 
weights as House Speaker Ramon Mitra 
and Congressman David Ponce de Leon, 
the two legislators from Palawan whose 





district includes the reef. But 
Dakay’s side has lost a few 
skirmishes recently; in Feb- 
ruary, Mitra and Ponce de 
Leon withdrew their sup- 
port and the Department 
of the Environment and 
Natural Resources (DENR) 
has declared Shemberg’s 
seaweed operation illegal. 
But so far no one has moved 
from Bird Islet. 

What happens to the reef 
will be a test case of the 
power of the DENR which 
has the task of protecting 
this first marine park, cere- 
moniously signed into be- 
ing by President Corazon 
Aquino. It was not Shem- 
bergs  seaweed farming 
plans that first brought Tub- 
bataha into the spotlight; it was evidence 
of deterioration brought about by fishing 
with explosives, which makes the coral 
crumble, or with sodium cyanide, which 
first turns coral white and then causes it 
to die. 

It was in 1987 that Ernesto Santa Cruz, a 
diver from Palawan, began worrying about 
the toll that blast fishing was taking on Tub- 
bataha and began lobbying to have the reef 
named a marine park. His worries were 
given credence by the research of marine 
biologist Alan White, who reported that on 
one site on the reef, hard coral cover had 
declined from 49% to 17% between 1984 
and 1989 while coral rubble doubled from 
16% to 32%. He attributed most of the 
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Seaweed king Dakay. 
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damage to blast fishing and 
the use of sodium cyanide in 
collecting aquarium fish. 

In response to Santa 
Cruz lobbying, Palawan 
Vice-Governor Arthur Ven- 
tura sponsored a resolution 
in September 1987 request- 
ing that DENR proclaim Tub- 
bataha Reef a marine park. 
The 10-person provincial 
legislature adopted it un- 
animously, and then on 11 
August 1988, presidential 
proclamation 306 declared 
Tubbataha Reef the coun- 
try's first and only marine 
park. The decree states that 
those who “disturb or de- 
stroy the habitat and wild- 
life therein" will be punish- 
ed in accordance with laws 
on protected areas. 

ical that management of Tub- 
bataha would be high on the list of govern- 
ment priorities, dive boat owners and fish- 
ing enthusiasts organised the Tubbataha 
Foundation that same month to help con- 
serve the park. Those involved in organis- 
ing tours to the reef say it is a US$500,000-a- 
year business, with divers paying about 
US$100 a day to visit the reef from Manila. 
Divers usually sleep on the boats or camp 
on the tiny beach at Bird Islet, which itself is 
only the size of a football field. 

But a few months before Aquino signed 
proclamation 306, Dakay also discovered 
Tubbataha. Dakay, a water sports en- 
thusiast himself and a member of the 
prominent Dakay clan of Cebu, first visited 
Tubbataha to dive but immediately recog- 
nised its potential since seaweed thrives in 
coarse, sandy bottoms with coral and mod- 
erate currents. 

Shemberg stands for the initials of the 
Dakay children, whose parents drew their 
wealth from the manufacture of those 
green mosquito coils or katol found in al- 
most every Filipino home. At the age of 11, 
Benson Dakay started to carve a different 
business path, and at 19 he earned his first 
million pesos selling seaweed. 

Dakay now is at the helm of a P8 billion 
(US$352.4 million) business geared for the 
world market. From a seaweed exporting 
firm, Shemberg built its own plant in 1978 
and began to manufacture carrageenan, a 
substance extracted from seaweed and 
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ІВМ introduces the 
RISC System/6000- 
Unix for the 90s. 
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Unix i» a trademark of АТАТ. RISC Syetem/6000 and AIX аге trademarks of ІВМ Corp. Motif is a trademark of the Open Software Foundation. 
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т“ started by coupling the power 
7 IBM’s own second-generation 
RISC technology with AIX” Version 3, our 
enriched version of the Unix" operating system. 
The result is the RISC System/6000 — a system 
that is really hot. 

The RISC System/6000 is not simply a 
modest improvement on what is already 
available. In whatever terms you care to 
consider — speed, cost/performance, graphics, 
ease of use — it represents a new level of 
power. 

What can you do with that power? 
Whatever you can imagine. For applications 
like CAD/CAM and engineering, the fully 
integrated maths processor heats things up 
dramatically. Powerful networking links and 
compliance with industry standards make it 
ideal for commercial applications, too. And to 
make this system as easy as point and click, 
we've endowed it with the acclaimed 
windowing environment, Motif". 

If Unix for the '80s left you luke 
warm, get your hands on a RISC System/6000 
and feel the heat. 


Attach your business card, check the appropriate box and mail it to: 
| I am interested in learning more about: 
| О The RISC System/6000 for commercial 


Advertising/Promotion Centre 
Level 32, One Pacific Place 


ations. 
арр 88 Queensway, Hong Kong 


C] The RISC System/6000 for technical 


applications. 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for yon 
a lifetime. — 
We made this watch for E 
you -to be part of your MESES. 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
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used as a gelling agent, stabiliser or emul- 
sifier in such products as ice cream, jellies, 
pet food, shampoos and paint. 

The company's 17-ha carrageenan refin- 
ery in Mandaue City employs 2,500 work- 
ers, most of whom receive higher wages 
than the mandated minimum, Dakay says. 
Last year, Shemberg exported about US$20 
million worth of carrageenan, some 10% of 
the world market. Company figures show 
production of carrageenan-producing sea- 
weed rose from 500 tonnes in 1971 to 53,000 
tonnes in 1988, making the Philippines one 
of the world's largest suppliers. 

The mild-mannered Dakay prides him- 


self on providing jobs for thousands of 


people with his seaweed venture. The com- 
pany estimates that some 30,000 families 
plant seaweed and sell to Shemberg, earn- 
ing an average of P50,000 each annually. 
Together with the factory workers, Dakay 
says some 200,000 people have 
benefited from Shemberg's op- 
erations. 

Dakay says there is still a 
world shortage of seaweed 
and enough demand to double 
his production, mostly because 
meat and poultry sellers have 
discoverd that meat injected 
with carrageenan retains more 
colour and moisture when 
cooked in a microwave oven. 
“It is the demand of the 1990s, 
and I want to meet it," he says. 

The problem is that it takes 
five tonnes of dried seaweed to 
produce one tonne of car- 
rageenan. "It is very hard to 
find an area to expand any- 
more. Where farmers are al- 
ready growing seaweed, they 
don't want any outsiders com- 
ing in," he says. "That's why I wanted to 
expand on the reef — nobody's there, it's 
wide open and seaweed grows faster there 
than anywhere else." 

Traditional seaweed producing areas in- 
dude Tawi-Tawi, Central Visayas and Pala- 
wan. If Shemberg succeeds in developing 
Tubbataha, Dakay expects 12-24,000 tonnes 
more a year from the reef. Dakay's goal is 
to climb a notch higher than fourth place 
out of five companies worldwide produc- 
ing refined carrageenan. 

Shemberg's blueprint for Tubbataha in- 
dudes the settlement of 6,000 families in 
the reef, or 24,000 people. He has built a 
salination plant on Bird Islet for water, but 
there are no sanitation facilities or plans for 
extracting waste. "I think the reef can ac- 
commodate 24,000 people; you just have to 
make sure the people know how to treat 
the area," says Dakay. 

It is Dakay's expansion scheme that has 
triggered the brouhaha over Tubbataha. 
Seaweed farming in itself is not environ- 
mentally damaging to the reef. But 24,000 
people living on the reef do pose a danger, 
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critics say. Conservationists also worry that 
blast fishing will increase along with the 
number of farmers. Further, critics of the 
plan question how Dakay can proceed 
given that the reef is a national park. They 
accuse provincial officials of assisting Shem- 
berg in his attempts to manoeuvre past the 
park proclamation's restrictions. 

This is the political part of the Tubbataha 
tale which has ripped apart political al- 
liances in Puerta Princessa and become a 
test of patron and clan loyalties in Palawan 
where kinship ties run deep. 

Documents obtained from the DENR 
show that on 28 March 1988, Shemberg 
consultant Oscar Monzales requested a per- 
mit from the provincial fisheries officer in 
Palawan to survey and test-plant seaweed 
in Tubbataha. The DENR reported that ac- 
cording to Monzales, that fisheries officer 
was Carlos Macolor and he verbally ap- 





Seaweed farmers’ huts near Bird Islet. 


proved the request. Macolor later denied 
this. However, Macolor did issue a 
memorandum which various officials have 
interpreted as Shemberg’s “permit.” 

The memorandum, dated 2 May 1989, is 
addressed to “all concerned” and states 
that Shemberg is an applicant for seaweed 
farming and has complied with all require- 
ments of the Bureau of Fisheries. “Please 
refrained [sic] from unnecessary inspection 
and verification to avoid misunderstand- 
ing,” the memorandum states. 

The memorandum effectively legalised 
Shemberg’s operations in the eyes of sev- 
eral officials, including senior military com- 
manders of the province, though Macolor 
did not have any authority to grant a per- 
mit. This memo is at the heart of a Palawan 
provincial board squabble over whether 
Shemberg was given special — some 
would say improper — treatment. For in- 
stance, provincial board member Samuel 
Umandap is expected to file a lawsuit 
charging that several members of Pala- 
wan's legislature falsified public documents 
in favour of Shemberg’s operations. 
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Umandap’s charge stems from a report 
of the provincial legislature’s committee on 
natural resources favouring seaweed farm- 
ing in Tubbataha. The report was the basis 
of a proposal to amend proclamation 306 so 
that Shemberg’s seaweed farming could 
continue in the park. This proposed 
amendment was subsequently submitted 
to Malacanang with the endorsement of 
Mitra and Ponce de Leon. 

Umandap claims this report, which ex- 
tolls Shemberg’s plans for Tubbataha, was 
railroaded through the provincial board. 


On 6 November 1989, Umandap gave а ~ 


speech in the Palawan Legislature ques- 
tioning the proposal to amend the law and 
the supposed involvement of the provincial 
government in the Tubbataha project. 

In Puerta Princessa, the Shemberg case 
has split the legislature into pro-Shemberg 
and anti-Shemberg factions. Apparently, 
word of the accusations and 
cross-fighting reached the of- 
fices of Mitra and Ponce de 


dorsement of the proposed 
amendment. 


Earlier this year, DENR Un- 
dersecretary Celso Roque said: 
"The fact is there is a letter 
from Speaker Mitra to the pre- 
sident. I'm not saying this is 
pressure. I'm just telling you 
that there is such a letter ask- 
ing the president to change the 
boundaries of the national 
p ark." 

Virgilio Palaganas, marine 
parks chief of the Protected 
Areas and Wildlife Bureau, be- 
lieves Mitra endorsed the pro- 
posal “blindly.” The speaker's 
aides have apparently heard 
Umandap's criticisms. 

In a letter to Aquino dated 7 February, 
Mitra did not refer to Umandap's charges 
that the proposed amendment was impro- 
perly advanced by Palawan officials but 
stated: “Prohibiting all activities that will re- 
sult in the disturbance of the existing marine 
life [and] the destruction of all coral forma- 
tion within the entire Tubbataha Reef Nation- 
al Marine Park, including seaweed farming, 
is a sure relief to our dwindling marine re- 
serves and a boost to our country’s environ- 
mental preservation programme.” 

Ponce de Leon followed suit a week 
later leaving the proposal’s signatories 
without backers in Manila. Umandap says 
he still intends to file administrative charges 
against his colleagues. For his part, Ponce 
de Leon says: “I don’t think we [himself 
and Mitra] are guilty of negligence. We 
were not aware of what was going on in 
the provincial government.” 

Almost at the same time that Mitra and 
Ponce de Leon withdrew their support, the 
DENR issued another eviction order against 
Shemberg after rejecting the firm's environ- 


Leon. Both withdrew their en- _ 
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mental impact assessment of the seaweed 
project. “We are certain that their occupa- 
tion there is illegal,” Roque says, but con- 
servationists wonder how much time will 
pass before the order is enforced, if at all. 

While Palawan officials were pressing 
for the park amendment to allow Shem- 
berg’s seaweed farm, Shemberg was draw- 
ing up its environmental assessment show- 
ing that it intended to settle 6,000 families, 
with each tending a one-ha seaweed farm 
in the reefs shallow areas. The farmers 
would rely on the salination plant for water 
and fishing for food. The seaweed farmers 
would then compose a Bantay Dagat (guar- 
dians of the sea) force which would guard 
against illegal fishing in the area. 

In sorting through the vying claims for 
Tubbataha, the DENR has been receptive to 
the Tubbataha Foundation’s suggestions, 
but the foundation has been criticised for 
being elitist and trying to protect its tourism 
interests. Foundation president Vic Milan 
says the grouping has about 100 members, 
many of whom are sports fishermen, water 
sports enthusiasts and owners of luxury 
dive boats. Milan also admits that the foun- 
dation does have business interests to pro- 
tect. “The difference is that our business in- 
terests do not run counter to the proclama- 
tion,” he asserts. 

One of Shemberg’s most potent argu- 
ments is that its operations benefit, poor 
fishermen, while the foundation represents 





the interests of the rich. Monzales, Shem- 
berg’s seaweed consultant, has used this 
argument in an attempt to plead the firm’s 
case with Aquino. In January, Monzales 
wrote a three-page letter to Kris Aquino, 
asking that she deliver it to her mother, 
saying: “If the decision of your office . . . 
favours the livelihood of poor fishermen, 
then I can loudly say you are the president 
of the Filipino people.” 

Marine biologists say seaweed farming 
does not have many negative effects on the 
environment, but conservationists are wor- 
ried that it could still affect Tubbataha’s 
fragile ecosystem. “The reason we put up 
national parks is to preserve the characteris- 
tics of the site so if someone puts up a sea- 
weed farm there, you're changing the 
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Keep it pristine. 


whole thing because even the biota of the 
area will change," DENR's Roque says. 

Santa Cruz, whose passion for Tub- 
bataha is legendary in Palawan, warns 
meanwhile that violence could break out if 
the issue is not resolved soon. In April last 
year, the 38-year-old divemaster wrecked 
an unfinished structure Shemberg had con- 
structed in Bird Islet in a fit of rage. Al- 
though he apologised after the incident, 
Santa Cruz admits that he and his friends 
who were instrumental in the marine park 
proclamation have become impatient. 

Dakay stil maintains his seaweed 
scheme would not harm Tubbataha, but by 
the end of February he admitted temporary 
defeat. "I think that reef could accommo- 
date 24,000 people. I think the marine park 
and people could live together. But the 
environmentalist have exaggerated every- 
thing and now Shemberg has a bad name,” 
he said. “If this dies down and we are wel- 
comed back to develop, we will go back." 

Meanwhile, on Bird Islet's sandy beach 
there is a sign that says Tubbataha is a na- 
tional marine park. But Max Quijote, the 
43-year-old farm supervisor who has been 
living in one of the huts in the lagoon for 
over a year, says no one has ever told him 
that the seaweed farm he tends is illegal. 
He has no plans to leave. 


The author is a fellow at the Philippine 
Centre for Investigative Journalism. s 


A practice that recently received a long-deserved thrashing 


Troubled waters 


Ramon Miclat’s lament could serve as the national anthem of 
ino environmentalists: "We have so many laws; it's the im- 
plementation that's the problem." 

Miclat is the chief researcher in the Bureau of Fisheries and 
Aquatic Resources' coral division and he has watched poverty, 
politics and population growth conspire to wreak havoc on one 
of nature's most fragile living environments, the Philippines' 
coral reefs. 

The resource-strapped national government, prodded and 
sometimes assisted by private groups, is slowly beginning to 
mount an effort to save the reefs. But the overall picture is grim. 
The latest government survey estimates that 71% of Philippine 
reefs are at best in "poor to fair" condition. Only 675 are consi- 
dered "excellent," or pristine. Those estimates are based on data 
gathered as long as 14 years ago, and researchers say the situ- 
ation has deteriorated drastically since then. 

The costs of destruction are high. The reefs provide food and 
livelihood for millions of fishermen and their families. 
According to researchers at the University of the Philippines, 
coral reef fisheries produce as much as 25% of the fish eaten in 
this island country. 

Much of the damage is caused by illegal, destructive fishing 
practices. The most common is blast fishing. Perry Alino, а 
marine biologist who studies the effects of mine tailings on cor- 
als, says he hears as many as six blasts an hour during his re- 
search dives off the coast of northern Luzon. 
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by the increasingly ecology-minded Philippine press is muro-ami 
fishing. Groups of swimmers with weighted "scare lines" 
smash corals as they herd fish into giant nets. 

Once introduced in an area, illegal fishing spreads like 
cancer. Typically, roving fishermen using explosives or cyanide 
to work a reef until the fishing dries up. The local fishermen are 
forced to fish farther from home, where they feel less reluctant 
to use dynamite or poison. The сусїе can go on indefinitely — 
as long as there are productive reefs to move to. 

While illegal fishing is the most visible of the reefs' enemies, 
by far the most damaging, some say, is sedimentation caused 
by the runoff from upland logging which can completely bury 
an offshore reef, while suspended ра in the water can 
block vitally needed light. The destruction of the reefs also 
threatens the country's lucrative scuba diving industry. 

But with 17,457 km of coastline and a Coast Guard equipped 
with ships often too rickety to leave port, any plans that rely 
heavily on improved law enforcement are hardly realistic. "We 
can't turn the whole country into a park,” admits one 
activist. 

One effort that has attracted a good deal of attention is the 
construction of artificial reefs using old tires. But experts point 
out that tires do not corals — they replace them. 
While fish can thrive in the black rubber habitat, many other 
marine creatures cannot. 

The National Agriculture and Fisheries Council has kicked 
off a called "Guard the Sea," which involves local 
fishermen in law enforcement and reef restoration. And the De- 
partment of Agriculture has begun work on a five-year, US$200 
million programme to save 12 critical bays. m Jon Miller 
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A bang and a whimper 


k 


Beijing Jeep by Jim Mann. Simon & 
Schuster, New York. US$14.95. 


The Beijing Jeep Co., formed in April 
1983 as a 70:30 joint venture between Bei- 
jing Auto Works and the American Motors 
Corp. (AMC), was the first large-scale heavy 
manufacturing joint venture between а 
Chinese state entity and a private Western 
corporation since China's modernisation 
drive began in the late 1970s. For this 
reason, and because of the wide publicity 
that the Western press gave Beijing Jeep's 
foreign exchange problems in 1986 (which, 
we are told, were engineered leaks to pro- 
vide AMC with negotiating leverage over its 
Chinese partners), this company may have 


been China's most visible foreign business. 


What Jim Mann, Peking correspondent 
for the Los Angeles Times, has done here is to 
use the company's tortuous history to tell a 
larger story, a story of business folly which 
is captured in the book's subtitle, The Short, 
Linhappy Romance of American Business in 
China 


In the early 1980s, American business 
succumbed to delusions about the pros- 


. pects of the China market, delusions that 


had strong echoes in the behaviour of 
Western businessmen in China centuries 
earlier. Central to these were misconcep- 
tions about the potential size of the Chinese 
consumer market, which led to a willing- 
ness to suffer short-term pain for the bene- 
fit of that hugely profitable tomorrow. 
These perhaps forgivable strategic miscal- 
culations were greatly exaggerated by the 
old romantic notions about China and its 
potential for change and prosperity. 

The Chinese were masterful at exploit- 
ing these illusions for their own benefit, 
and especially at plumbing the depths of 
the short-term financial pain that Western 


F business was willing to suffer in the pursuit 


of their China plans. That being said, the 
Chinese had plenty of their own illusions, 
especially about the amount of Western 
capital investment that could reasonably be 
expected and the trade-offs necessary to ob- 
tain Western technology, in terms of access 
to the domestic market, foreign exchange 
needs and ideological compromise. 

To be fair, the encyclopaedic array of 
problems faced by Beijing Jeep had some- 
thing to do with the early timing of the pro- 
ject. Neither side comes out blameless, as 
neither side was basically honest about its 
aims. The Chinese wanted AMC to design 
(and pay for) a new jeep, chiefly for sale to 
the People’s Liberation Army, which 
would replace a 1950s Soviet design; the 
Americans wanted to sell their existing 
jeeps in China, and viewed the Beijing Jeep 
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agreement as a Trojan Horse that would 
allow AMC, an also-ran in the world au- 
tomotive market, access to China ahead of 
its bigger competitors. 

Even understanding that, one is left in- 
credulous at the lack of agreement on the 
fundamental purposes of the joint venture, 
even as capital was injected and production 
under way. The fact that Beijing Jeep soon 
found itself in financial crisis was simply a 
logical result of this and of the ulterior mo- 
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tives each side had in entering into the 
agreement in the first place. The resolution 
of this crisis and the role that Beijing Jeep 
later played as a sort of “Potemkin joint- 
venture” is an interesting story of Chinese 
power politics and media manipulation by 
American Motors. 

Perhaps the freshest aspect of the book 
is the rich detail it gives on the colossal ob- 
stacles that exist in reforming the Chinese 
state industrial sector, which by most ac- 
counts has resisted change more than any 
other aspect of the economy. It was unpre- 
cedented to have foreign managers work- 
ing within a large existing state factory. 
Mann recounts stories of “tough, alientated 
young workers,” of Chinese factory mana- 
gers who the Americans felt functioned 
chiefly as social directors, and the battle to 
remove the beds from the offices of the 
senior Chinese executives. 

There are vivid descriptions of the clash 
of the Western notions of efficiency and 
productivity with the Chinese reality of the 
work-unit as welfare provider. But the old 
ways usually win. As one American plant 
manager put it, “I'm a tough s.o.b., but it 
wears you down." 

Mann has written a lively story on an 
era of illusion about China that very likely 
had begun to pass even before the Tianan- 
men crisis. It remains a worthwhile cautio- 
nary tale for businessmen in China. 

m Thomas Lynch 





Getting down to business 


Power and Politics in Thailand b; Kevin 
Hewison. Journal of Contemporary Asia 
Publishers, Manila. No price given. 


That the small body of works dealing 
with the role of capital and industry in Thai 
politics should only begin to grow in recent 
years is a surprise. Thailand's long history 
of relative economic liberalism makes it 
easier to trace the influence of capital 
on political development across hundreds 
of years. Nevertheless, as Australian 
academic Kevin Hewison points out, much 
of the research on Thailand, if not ignoring 
Thai capitalism altogether, has considered it 
only under the guise of modernisation and 
dependency theory. Both, he rightly points 
out, are too limited in perspective to explain 
Thai development. 

Generalisations of a politician-capitalist 
dictatorship; of an insular capitalist class; 
of a bureaucracy toeing the lines of the 
capitalists and the military/political leader- 
ship, are all less accurate in Thailand than 
in other Southeast Asian countries. But the 
generalisations carry some truth, and can- 
not be dismissed altogether. 

Hewison dismisses Japanese academic 
Yoshihara Kunio's thesis of an ideal type of 
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capitalism as the starting point from which 
to analyse the Thai distortion of it. Indeed, 
Thailand does have its own successful ver- 
sion of capitalism; it is "an example of all 
that is ‘good’ and all that is ‘bad’ about 
capitalist development, Hewison sum- 
marises. That statement becomes increas- 
ingly true under the current government. 

Popular cultural assumptions, such as 
that of a very passive, apathetic peasantry 
in the countryside, are shot down as well. 
Unfortunately, in putting forward his argu- 
ments Hewison adds some inaccuracies of 
his own. He is exaggerating when he says 
that repression of the peasantry and work- 
ing class has grown in recent times and, "at 
the village level, relations between the state 
and villagers have been based on fear, 
exploitation and corruption." 

His criticism of dependency theory, 
while being fundamentally correct, needs 
to take into account the role that Japanese 
and Taiwanese capital and technology have 
played since 1987, . 

His observations on the concentration of 
banking capital, and on its creation of a few 
interlinking, im le families such as 
the Sophonpanichs and the Lamsams, 
need to be juxtaposed with the rapid ex- 
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j 9 follow the stars, as the 
Pilgrims did, is to feel the true 
spirituality of Spain. 





Heavenly Spain. 


This church is on the route to 
Compostela which, literally 
translated, means ‘The Field of 
the Stars’ 

Guided by those stars, the 
medieval Pilgrims used to 
worship at churches such as 
this one, when on their way to 
visit the tomb of St James at 
Santiago de Compostela 

The area is typified by such 
important places of historical 
interest as Pamplona, Logrono, 
Burgos, Leon and Lugo 

They are rich in cathedrals, 
churches, monasteries and city 
walls, built thousands of years 
ago 

Enjoy a memorable meal in 
one of the typical Gallician 
restaurants —the seafood and 
fish are out of this world 

It's all part of the heavenly 
experience. 

All this and sunshine too. 
Spain. Everything 
under the sun. 
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THE SF 2010. 


"WHAT IS THE SF 2010?" 

It's Samsung's newest personal facsimile. 

"IT HAS ADF?" 

Yes, automatic document feeding is a standard feature of 

this model. 

"MANAGEMENT REPORTING?" 

Of course. Messages of confirmation, transmission, reception, 
and call-back are just some of the messages that can be 
programmed. 


"WHAT ABOUT COPY-QUALITY?" 

A 16-level gray scale provides a whole range of black 
and white tones for almost photo-quality copy. 

"AND THE PRICE?" 

Verrrrry competitive. 


"ANY OTHER MODELS?" 

А full range: the SF 1 000 for super low, the SF 2020 for 
low-end, the SF 3310 for mid range and-for high-end, we 
have the SF 4010. 
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*Look after this 
planet, it's the only 
one we have? 


A personal message 
from HRH The Duke of Edinburgh. 
WWE International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they're only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever- 
growing human population. 

This hammering is cumulative. 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction. 


Our life-support system 


All life on earth is inter- 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part of it we are putting our 
own survival at risk. 

The purpose of WWF - the 
World Wide Fund for Nature - and 
all the other nature conservation 
bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, it is the only one we have. 


Write for further information to 


WWE International, CH-1196 
Gland, Switzerland. 


+ Head Office: Samsung Electronics Co., Ltd. 6-14th FL, Ankuk Insurance Bldg... 87, 1-ka Ulchiro, Chung-ku, Seoul, Korea Tel: (82-2) 
728-8114 Fax: (82-2) 753-3037 + Overseas Address : Samsung Electronics Н.К. Co., Ltd. 24th А. Admiralty Centre, Tower 1, 18 Harcourt 
Road Queensway, Н.К. Tet (852-5) 862-6900 Bangkok Office 15h Я. Sathom Thani Bldg. 1 92/40 North Sathorn Road, Bangkok 10500, 
Thailand. Tel: (66-2) 236-6052/3 Singapore Office 10, Collyer Quay (Hex) 20-09 Ocean Bidg., Singapore 0104 Tel: (65) 535-2355 Таіреі 
Office RM., B 4F No. 581 Tun Wha 5. RD. Taipei, Taiwan, ROC. Tel: (886-2) 705-3855/6 Jakarta Office 9th Fl., Skyline Bidg., JL. M. H 
Thamrin No. 9, Jakarta, Indonesia. Tel: (62-21) 32-6657 
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All the Information 
You Need To Get Ahead 


In, Business. 
SX 
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The Sogo Shosha, or Japanese general trading companies, are located 
throughout the world. They coordinate business information through a vast satellite 
network. This allows financial centres to gain valuable insights and be prepared to 
Capitalize on emerging opportunities almost everywhere in the world. 

Assisting in the movement of information is just one example of how the Sogo 
Shosha operate. 

We encourage regional and global economic growth through capital investment. 
We form joint venture partners. Introduce manufacturers in one country to distributors in 
another. We develop new markets. And organize financing. 

Call to see how the Sogo Shosha can keep your business on top and growing. 


THE SOGO SHOSHA 


C. Itoh & Co., Ltd. Kanematsu Corporation Marubeni Corporation Nagase & Co., Ltd. Nozaki & Co., Ltd. Toshoku Ltd. 

FAX 03-497-4141 FAX 03-562-8127 FAX 03-282-7193 FAX 03-661-9129 FAX 03-545-4675 FAX 03-245-2201 

Chori Co., Ltd. Kawasho Corporation Mitsubishi Corporation Nichimen Corporation Okura & Co., Ltd. Тано Menka Kaisha, Ltd. 
FAX 03-665-2525 FAX 03-578-5875 FAX 03-210-8051 FAX 03-277-5901 FAX 03-535-7574 FAX 03-588-6627 

Itoman & Co., Ltd. Kinsho-Mataichi Corporation Mitsui & Co., Ltd. Nissho Iwai Corporation Sumitomo Corporation Toyota Tsusho Corporation 
FAX 03-478-9077 FAX 03-297-7392 FAX 03-285-9800 FAX 03-588-4136 FAX 03-636-7220 FAX 03-230-8104 


The Sogo Shosha listed above are members of the JAPAN FOREIGN TRADE COUNCIL, INC. 





Although our captains are all “million-milers”, they still insist on continuous training with the world’s 
most advanced flight simulators. Inside, every conceivable flying condition is precisely recreated to 
be studied, practised and mastered. It’s part of our relentless determination to be the best. And one 
reason why we're known around the world as the airline with the dedication that could only be Korean. 


HIGH TECHNOLOGY: KOREAN COMMITMENT. 





THE SPIRIT OF KOREA IS IN THE AIR 
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pansion of the capitalist bourgeoisie and 
the overall middle class of Bangkok. In- 
deed, these families are not permanent in- 
stitutions: the once all-powerful Tejapaibuls 
have lost two banks and their last one 
barely survives, and the Metro empire of 
Sawang Laohathai has fallen apart — albeit 
much of it into Chatri Sophonpanich's 
hands. 

Still, there are other ways to look at the 
banking sector — especially in terms of the 
relationship with the increasingly powerful 
central bank — and this reviewer would bet 
that the relative power of the Bangkok 
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Bank group will shrink, and even possibly 
split up with a third generation of the 
Sophonpanich family, in the next couple of 
decades. Which is all very normal in a lib- 
eral capitalist society, as opposed to a sys- 
tem like Indonesia's where groups have 
risen and fallen with their political connec- 
tions. 

Since 1988 the pendulum has swung in 
favour of a fair amount of competition and 
a reasonably open door to the capitalist 
dass. While, as Hewison stresses, the cur- 
rent government of businessmen has lined 
its pockets, there is enough competition, 





The pursuit of power 


Indira Gandhi: A Personal and Political 


Biography by Inder Malhotra. Hodder & 
Stoughton, London. £16.95 (US$29). 


Nineteen eighty-nine was not a good 
year for the Nehru-Gandhis. Of course the 
electoral debacle in November will long be 
remembered as the family’s denouement. It 
might even herald the eclipse of the politi- 
cal dynasty. But two less noted develop- 
ments, one at the start of the year, the other 
at its fag end, could not have helped either. 
The first was M. J. Akbars less than 
riveting biography of the family patriarch, 
Jawaharlal Nehru. This biography of Indira 
Gandhi is the second. It adds little to her 
reputation and even less to our under- 
standing of her personality. 

The book, however, does repeat all the 
well-established points апа reinforces 
many popular prejudices. Indira was “a 
troubled child”; distrustful, private, 
paranoic, lonely. Kamala, her mother, was 
the greatest influence on her emotions, 
though Jawaharlal, through his carefully 
crafted letters and numerous instructions, 
moulded her intellect. In ап unsubstan- 
tiated psychoanalytical comment Inder 
Malhotra argues that “the humiliation 
heaped on her mother's head also instilled 
in Indira a steely determination not to let 
anyone treat her in the same manner.” But 
does this mean that Indira’s Nehru aunts 
are to blame for her later political excesses? 
The Emergency? Sadly, the book does not 
elaborate. 

The biography is at its most interesting 
in handling Indira’s personal life — though 
what it purveys remains gossip. Nothing il- 
lustrates this better than its treatment of her 
marriage. Recalling her father’s reserva- 
tions, it concludes they “could only mean 
that he was objecting to Feroze’s relative 
poverty.” Then, the actual marriage is 
viewed through an almost prurient re- 
capitulation of contem Delhi draw- 
ing room title-tattle, unverified anecdotes 
and the occasional firsthand story to build 
a picture of a troubled relationship. And 
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the point is finally rubbed home with a 
quotation from Indira’s 1954 letter to 
Dorothy Norman: "] have been and am 
deeply unhappy in my domestic life . . . I 
am sorry to have missed the most wonder- 
ful thing in life, having a complete and per- 
fect relationship with another human being." 

Malhotra buttresses this portrait of a 
marriage in decline by drawing on his per- 
sonal relationship with Feroze Gandhi. He 
reveals the Gandhi couple's increasing in- 
compatability — her involvement with her 
father; his growing irritation with his father- 
in-law’s policies. And yet he accepts with- 
out demur Indira's self-as- 
sessment of the “heart-rend- 
ing blow" she suffered 
when Feroze died suddenly 
in 1960. 

At the more serious poli- 
tical level the book.is bland 
and meanders in search of 
an analysis on which to an- 
chor its absorption with fact 
and detail. Once again the 
shibboleths abound. Under 
Indira New Delhi politics 
had the flavour of a Mogul 
court. She was unwilling to 
be surrounded by men of 
stature in case they ecipsed 
her. She brooked no rivals; 
her cabinet were yes men; 
her party a mere bunch of loyalists. 

The political chapters describe an oppor- 
tunist leader possessed of "a keen instinct 
for self-preservation." "Every position she 
took, whether radical or rightish, was al- 
ways flexible" is the author's comment on 
Indira Gandhi's 17 years in office. And cer- 
tainly, the account he gives of her policies 
shows the piecemeal and reluctant manner 
in which she responded to crises, in each 
instance formulating what eventually be- 
came a strategy but which was never care- 
fully planned nor even fully thought out. 

But the big questions which should 
make up the heart of a political biography 
are missing. There is no assessment of In- 
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Tough at the top. 


and determination in the bureaucracy, to 
stave off any monolithic empire building at 
the expense of others. 

This swing, however, has largely bypass- 
ed the countryside — the current leaders 
assume that impending NIC-dom will solve 
its problems. Hewison only briefly men- 
tions the trend, but one could do with 
some scholarly writing which would put 
the government's self-satisfaction, and the 
growing income disparities between urban 
and rural areas, in the context of the deve- 
lopment of capitalism in Thailand. 

п Paul Handley 


dira as a politician, no judgment on her 
policies, her style as prime minister or her 
legacy. One of the glaring facts about this 
contemporary colossus was that despite 
an almost universally unrivalled capa- 
city to win and maintain power she seem- 
ed to have precious little vision about 
what to do with it. Yet this point appears 
to have escaped the author's notice al- 


er. 

No doubt because the basic problem 
that this is a straightforward chronological 
and descriptive account with little interpre- 
tation and even less analysis. It reads like 
schoolboy history and, unfortunately, at 
times it is even written as such. In a particu- 
larly gite last comment the book concludes: 
"She would have readily killed or swallow- 

ed poison herself than even 
* think of compromising with 
her country's honour. India, 
in short, was her God." In a 
prime minister such senti- 
ment is hardly exceptional. 
In a biographer it is almost 
objectionable. 

But then so much of this 
book is written in a style that 
hardly bears reading. After 
an opening chapter written 
with all the fluent ease and 
false suspense of a Sunday 
| Times Insight investiga- 
po tion, it lapses into stylistic 
amm peculiarities that defy ra- 
tional explanation, even 
logic. For instance, this is 
how the author describes the birth of Rajiv, 
Indira's first son: “Rajiv was an easy deliv- 
ery. Indira recalled that she had just or- 
dered a piece of toast and was busy eating 
it when ‘Rajiv came out.’ She was sorry she 
was unable to finish the toast. But her joy in 
motherhood was unbounded.” 

Equally irritating is the author's pre- 
dilection for pushing himself into the story 
as he tells it. He even quotes his own 
opinions as if this recourse to himself 
in the third person singular adds legiti- 
macy. But then perhaps Inder Malhotra the 
journalist knows the limitations of Inder 
Malhotra the author better than we do. 


п Karan Thapar 
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ast year's leadership upheaval in 

Peking has led to a see-saw change 

in fortunes for two of China's most 

: important economic centres, 
1 Shanghai and Guangdong province. 
__ Shanghai, China's largest industrial city, is 
. receiving much-needed central government 
|. support for its development projects, fol- 
lowing years of neglect and high taxes. The 
.. increased aid to the municipality, however, 
is coming at the expense of Guangdong 
“province, which borders Hongkong, and 









А .. With the sacking of communist party 
1 leader Zhao Ziyang just before the 
crackdown on. pro-democracy supporters 
in June 1989 and many of his ni aai 
-soon afterward, China's eco- , | 
-nomic spotlight shifted im- 
mediately northward. Leading 
this change is former Shanghai 
. party boss Jiang Zemin, who 
replaced Zhao in Peking. 
_.. Zhaos dose ties with 
|» Guangdong were nurtured 
-when he was the province's 
__ party chief in the early 1950s. 
Shanghai officials view 
_Jiang’s promotion as an oppor- ~ 
tunity to reestablish the city as. — 
China's premier international 
financial and business centre. 
They apparently have Peking’s - 
blessings. Last year, Shanghai 
Jed the country in the volume 
_of foreign-exchange trading, at US$1.29 bil- 
lion, says Gong Haocheng, director of the 
Shanghai branch of the People's Bank of 
_ China, the central bank. 
... Mayor Zhu Rongji is speeding up the 
i construction of infrastructural projects in an 
: effort to bring in foreign investors, espe- 
ally those in the transport and construc- 
tion sectors. He is determined to push 
hrough reforms that will make it easier for 
; foreigners to own or sell real estate. 
=- Projects currently under way are a 
| US$500 million underground rail project 
: being built with foreign finance and 
x : С eh аен а US$30 million expansion of 
nghars. international and a 
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: “Mot of these projects have been on the 
ards for more than a decade, but they 


were bogged down because of lack of funds 
and of political initiative. But with Jiang 
now in place as Zhao’s successor, Shang- 
hai’s officials do not expect the central gov- 
ernment to be so wary of their efforts to re- 
store the city of 12 million to its former 
prominence. 

Indeed, construction of the crucial un- 
derground metro is finally taking off after 
frequent delays over the past two years as 
Shanghai authorities bargain with foreign 
suppliers for credit concessions. A West 
German consortium, led by Siemens AG, 
finalised a deal early last year to supply 
major equipment to the project after the 
West Germany agreed to provide Shanghai 
with DM 460 million (US$267.8 million) to 
finance the purchase. Similarly, the French 
and Americans are expected this year to 
win contracts to supply tunnelling equip- 


Shanghai vs Guangdong 


Exports 
055 billion 


1986 1987 


National toial 


“4987 1988 1989 0 1985 
: Guangdong 





ment and signalling devices with the help 
of export credits. 

Shanghai's officials are also pressing for 
more support of an ambitious urban-re- 
newal plan for an agricultural area east of 
the Huangpu River running through the 


. city. The proposed Pudong Industrial Zone 


calls for the conversion of large tracts of ag- 
ricultural land into manufacturing and resi- 
dential quarters. A series of traffic systems 
connecting Pudong with the city centre 
west of the river as well as the construction 
of satellite towns around Shanghai are also 
planned. The construction of the industrial 
zone, which has won support from elder 
statesman Deng Xiaoping, is expected to 
offer foreign investors many new oppor- 
tunities. | 


Moves are on the way to give Shanghai Ye Хи 
more flexibility in trading. and: 
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establishing marketing arms overseas. 
Shanghai's expanding capital market will 
be bolstered substantially this year if local 
authorities are successful in setting up the 
country's biggest stock exchange with the 
help of foreign banks and institutions. 
Once a full stock exchange is established, 
the availability of equity finance should im- 
prove conditions for both domestic and 
foreign investment. 

Shanghai has also drafted a plan to 
allow some foreign banks to open branches- 
in the city. Foreign banks are allowed to. 
have branches only in the country's five. 
SEZs: Shenzhen, Zhuhai and Shantou in. 
Guangdong province, Xiamen in Fujian 
province and Hainan Island. 

The tone is much less upbeat these days 
in the provinces of Guangdong, the main 
beneficiary of Zhao's economic reforms, 
and Hainan Island. Not only 
have the two provinces — 
Hainan was made a province 
and a SEZ in 1988 to bolster 
Zhao's reforms — failed to win 
more flexibility for their eco- 
nomic plans, they were told to 
slow down. With the excep- 
tion of the Shenzhen. SEZ, 
which became accountable to 
Peking instead of Guangdong 
in August 1989, the central 
government has been non- 
committal to requests from 
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Guangdong pronvince and the 
SEZs for more funds. 
For the time being; 


Hainan Island's lofty plans of 
becoming an economic hub of southern 
China are blocked. The province's plan to 
lease large tracts of land to foreign investors - 
for development has been delayed by Pek- 
ing even though the province had been 
promised a free hand. | 

Political corruption in the province, 
however, has not won it any favours in 
Peking. In September 1989, Hainan's first 
governor, Liang Xiang, was removed from 
office for allegedly abusing his powers of 
Office to enrich his family. In February, one 
of his vice-governors was purged without 
any specific reason given. 

Although no top-level cadres have yet ! to | 
lose their posts in Guangdong, the pro- 
vince is not expected to keep their Liang 
leaders for long. ‘Reform-minded Gove | 










are believed to ; be under 
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from Premier Li Peng to quit their posts 
soon. 

A period of indecision and confusion is 
bound to follow a change of guard, says Y. 
F. Kwan, a manager of Tian An group, a 
Hongkong-based concern with substantial 
real estate interests in China. "It will take 
up to a year-and-a-half for the new leaders 
to learn the ropes and put in their people," 
he explains. "Until then, no official will 
dare to make a decision on anything that 
will be disastrous to business." 

Governor Ye's pleas to the central gov- 
ernment a year ago to spare Guangdong 
province from the full force of austerity 
measures were mostly ineffectual. Despite 
his arguments against a selective produc- 
tion strategy, which discourages invest- 
ment in consumer-oriented industries, 
Guangdong has had to weather restrictions 
on consumer-oriented imports. 

Producers of aluminium cans in the pro- 
vince were among, the first to fall foul of 
China's increased belt-tightening in the sec- 
ond half of 1989. Aluminium cans, many of 
which were produced by M. C. Packaging 
and Continental Can of the US, had be- 
come popular across the country, generat- 
ing huge profits. 

Thousands of rural enterprises in the 
province were also closed down when they 
failed to get credit facilities from state 
banks. The general credit squeeze has also 
brought several once-thriving state-owned 
enterprises, such as Wanbao Electrical 
Appliances, the largest maker of re- 
frigerators in the province, close to bank- 
ruptcy. 


he central government has also 

moved to recentralise control of 60- 

70 export commodities nation- 

wide, dealing yet another indirect 
blow to Guangdong. Commodities provide 
about 25% of the province's annual income. 
In addition, about half of the province's 
1,570 foreign trade enterprises are expected 
to be retrenched this year, exacerbating the 
province's economic problems. 

The province is also expected to lose this 
year its special foreign-exchange retention 
rights while having to increase its contribu- 
tions to central government coffers this 
year. China's provinces generally keep 25% 
of their foreign-exchange earnings. The 
central government takes the balance, 
which it then remits to the provinces in ren- 
minbi at the official exchange rate. 

Peking has already reduced the portion 
the SEZs can keep to 80%. The zones had 
been allowed to keep all of their foreign-ex- 
change earnings. | 

Guangdong has been allowed to retain 
30% of its foreign-exchange earnings, 
which resulted in the province delivering 
about Rmb 1.7 billion (US$360 million) an- 
nually to Peking. This amount was fixed 
before China’s open-door policy was in- 
itiated in 1979 and had not been adjusted to 
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take into account the province’s economic 
growth. In 1988, the province’s revenue 
topped Rmb 10 billion. 

In 1989, the province’s economy 
slowed, with industrial growth falling to 
14%, down from 34% a year earlier, and ex- 
port growth slumping to 7%, down from 
42%. Foreign investment in the year de- 
clined 2%, compared with year-earlier 
100% growth. As a result, revenue is ex- 
pected to grow 7-10% in 1989, Ye says. 
Since Guangdong is better-off than many 
other provinces, it was in no position to re- 
fuse Peking’s demand for higher contribu- 
tions this year. 

Shanghai, however, contributes 60-70% 
of its income to the state. In 1989, the city 
turned over to the central government Rmb 
10.5 billion of its Rmb 15.8 billion revenue. 
Still, the 33% of revenue that Shanghai was 
allowed to keep in 1989 was an improve- 
ment on the 25% the year before. Until five 
years ago, Shanghai’s annual contribution 
to the state amounted to as much as 10% of 
the country’s total revenue. Even so, main- 
land businessmen note that the central gov- 
ernment, besieged by emergency demands 
for cash elsewhere, had to borrow more 
than Rmb 1 billion from Shanghai last 
year, thus depleting the amount the 





Shenzhen vs Shanghai: back to the future. 


city would have had for its own develop- 
ment. 

As China's richest and most capitalistic 
city when the communists rose to power in 
1949, Shanghai was treated as a cash cow 
for the impoverished and then internation- 
ally isolated government. The city, with its 
well-organised industrial and marketing 
base, was heavily taxed by the central gov- 
ernment to meet the needs of its grow- 


ing population, especially in the 1950- 
60s. 


That legacy still casts a shadow on 
Shanghai. Taxes on the city’s enterprises 
are some of the highest in China. Last year, 
its profit tax on industrial enterprises was 
33% of earnings, compared with a national 
average of 19%. Industry paid a profit tax of 
17% in Guangdong province. 

In many ways, the economic success of 
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Guangdong province in the past decade 
highlights Shanghai's dismal progress since 
the 10-year Cultural Revolution that ended 
in 1976. In the fervour of the Cultural Rev- 
olution, Peking cracked down on most of 
the city’s sophisticated capitalists who had 
generally gone about business the way they 
had when parts of the city were adminis- 
tered by the British before the communist 
takeover. While Guangdong has recorded 
30-40% industrial growth a year since 1984, 
Shanghai struggled with 10-20% growth 
figures. 
Subsequently, foreign investment in 
Shanghai is a fraction of that in Guangdong 
province, which has prospered because of 
its proximity to Hongkong. Last year, 
Shanghai's foreign investment totalled 
US$360 million, while Guangdong pro- 
vince absorbed US$2.37 billion, or 72% of 
China's total foreign investment. 

Shanghai'a foreign-investment figures 
are low because the city is more selective in 
the type of investment it selects. Officials 
point out that there is little scope for the 
kind of massive outward processing and 
assembly operations that have mush- 
roomed in Guangdong's Pearl River Delta 
in the past six years. 

But Peking is expected to be more sup- 
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portive of Shanghai's needs, especially 
since Jiang is a prime mover behind many 
of the city’s major projects, observers say. 
Supporting the new communist party chief 
are other influential old Shanghai hands 
such as Zou Jiahua, head of the powerful 
State Planning Commission, and Qiao Shi, 
a politburo central committee member. 
During a February visit to Shanghai, Zou 
promised aid to various projects in the 
municipality and agreed to help ease the 
city’s cash shortage and chronic problems 
with raw-material supplies. 

Gone for now аге Guangdong’s 
freewheeling days when the province fan- 
cied itself as being independent of Peking’s 
control. The province is under pressure to 
consolidate its gains and slow its ex- 
pansion plans — and step aside for Shang- 
hai. в 
















































By Jayanta Sarkar in Calcutta 


he latest twist of India’s national 
political kaleidoscope has yielded 
[s the unlikely sight of the country's 
_ top businessmen arriving in communist-ad- 
. ministered West Bengal bearing investment 
proposals. West Bengal is not accustomed 
: to being courted by industrialists — it has 
`. attracted little investment since 1956-61, 
< When steel and engineering enterprises 
мете established there under India's 
second five-year plan. 

The investment famine was in 
-part the result of a none-too-helpful 
attitude from New Delhi, which saw 
the region as being politically un- 
friendly. In the past few years, West 
Bengal's major concern has been to 
keep existing firms alive, not start 
new ones. 

Ви the national elections in Nov- 
ember 1989, which ushered in a coal- 
ition led by Prime Minister V. P. , 
Singh, has changed things. One of 
the coalition's pivotal forces is Jyoti 
Basu, chief minister of West Bengal 
and a senior leader of the Com- 
munist Party of India-Marxist. As 
mach. he has gained the national po- 
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By James Clad in New Delhi 
pposition to an Indian investment 
project of the US multinational Pep- 
siCo has intensified since Prime 
Minister V. P. Singh's minority govern- 
ment assumed power three months ago. 
Some of Singh's closest political colleagues 
are backing renewed attacks by indigenous 
Soft drink makers on a two-year-old Pepsi 
project, reinforcing foreign impressions that 
India is having second thoughts about 
liberalising its economy. 

. PepsiCo holds about 40% of the Indian 
company Pepsi Foods. A public-sector com- 
company, Punjab Agro, and Tata group 
company Voltas share the remaining equity 
in. DL of 36% and 24% respec- 
tively. In November 1987, this VICEM 
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litical clout to push for investment in West 
Bengal where Basu and the communists 
have been in power for the past 10 years. 

An official from the state commented: 
“Before the election, any promoter would 
think twice before drawing up a project for 
West Bengal, because he knew that it 
would not be easy to get it deared by New 
Delhi. Now things are totally different — if 
it is West Bengal, you have the best chance 
of getting clearance.” 
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` Opposition intensifies against US project in India 


Pepsi canned 


joint venture won approval for a US$18.5 
million plan to process fruits and vegetables 
for export in return for the right to sell 
snack foods and Pepsi soft drinks inside 
India. 

This was Pepsi's second attempt at 
breaking into India’s market. Its first appli- 
cation, to sell three times more processed 
food abroad than the foreign-exchange cost 
of importing its beverage concentrate, was 
turned down in June 1985. The 1987 ap- 
proval, reaffirmed by former prime minister 
Rajiv Gandhi's government in September 
1988, requires Pepsi to export 50% of all its 
Indian turnover, or to earn US$5 in foreign 
exchange for every 0551 of outflow. No 
more than 25% of turnover will be allowed 
to result from soft drink sales. 


finalise an of the Rs. 30 billion (0551. 8 bil- 
lion) petrochemicals project in Haldia, 100. 
km south of Calcutta. (REVIEW, 18 Jan}. 
There was much corporate rivalry between 
leading Indian business houses to enter 
into partnership with the state in the 
project — with the Tatas eventually 
winning the mandate after out-manoeuvr- 
ing the Ambani family's Reliance Indus- 
tries. 

The petrochemicals project, the cen- 
trepiece of which will be a naphtha cracker 
with an annual ethylene capacity of 300,000 
tonnes, will be one of India's largest indus- 

ee bius 
West Bengal. But it is only one of 
several projects that now looks likely to go 
ahead. Although West Bengal officials are 
unable to give up-to-date figures 
on the total amount of proposed 
private investment, they claim that 
the state is receiving proposals from 
domestic and foreign businessmen 
every week. 

In addition to its involvement 
with the mainstream cracker, the 
Tatas have proposed to build an ex- 
port-oriented polypropylene plant 
designed to earn enough foreign ex- 
change to ensure a steady supply of 
imported feedstocks for the pet- 
rochemical plant. 

CESC (formerly Calcutta Electric 
Su Corp.), owned by Calcutta- 

xs к ы К. P. Goenka, 
has proposed a 500-MW thermal 
generation power plant to be based 
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imposed by such an undertaking, the terms 
are tight. In February, Pepsi executives 
described how India insisted on much 
tougher export conditions and brandname 
restrictions than did the Soviet Union or 
China, in earlier market-entry deals. 

None of this cuts much ice with Pepsi's 
most formidable opponent, George Fer- 
nandes, Singh’s railway minister. A former 
industries minister during 1977-79, Fer- 
nandes is the national campaign coor- 
dinator for the Janata Dal Party, the most 
important component of Singh’s minority 
government. 

In January last year, Fernandes wrote to 
PepsiCo's chairman in New York setting 
out Janata Dal opposition to foreign invest- 
ment in domestic consumer-product indus- 
tries. Fernandes singled out Barbie dolls and 
lavatory commodes as examples. "When 
the Janata Dal takes over the government. 
after gei general elections," Eos 
wrote, | - 
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ject 'stimated to cost Rs 9 billion, has 
yon state approval and is expected to be 
given the go-ahead by New Delhi. The state 
itself is also building a 500-MW power sta- 
tion at Bakreshwar. The Birla family, tradi- 
tion ally. dominant in India's textile industry, 

has proposed a Rs 7 billion special steel plant 
wn of Malda. 

Other recent private-sector proposals in- 
ude, according to state officials: a collab- 
ration between a Bombay-based business 
and a West German company to build a 
pigments-manufacturing plant; a proposal 
эу a New Delhi businessman to set up a 
small shipbuilding yard; and proposals by a 
pharmaceuticals company and a leather 
200ds firm to establish manufacturing units 
rear Calcutta. 


asu has also used his new-found poli- 






tical sway to encourage central go- 

vernment investment in West Ben- 
"al's increasingly decrepit state-owned sec 
or. He has pressed successfully for the 
nodernisation of the state-owned steel 
vorks at Durgapur, and is now pressing for 
ts expansion. In addition, West Bengal is 
obbying for the modernisation of the other 
arge government-controlled steel plant run 
у Indian Iron and Steel Co. at Burnpur. 
Interest in West Bengal is not solely due 
о Basu's political prominence — industry 
dso sees Basu as the kind of communist 
vith whom they can do business. Private 
nvestment in the state had been creeping 
ip well before Basu's elevation. In January- 
August 1988, only 18 projects with private- 
ector involvement were given the go- 
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ndustries minister, he helped to close Coca- 
-ola's India operation in the late 1970s. 

Last month, Janata Dal general secretary 
aipal Reddy and the general secretary of 
he Bharatiya Janata Party (BJP), on which 
he government depends for parliamentary 
upport, called for the Pepsi project’s re- 
xamination. The BJP official, Krishhanlal 
harma, told Food Processing Minister 
harad Yadav that "without any substantial 
enefit to Punjab farmers . . . [Pepsi] is get- 
ing ready to destroy the indigenous [ snack 
nd beverage] industry." 


| D epsi Foods says it is far too late to 

¥ reopen the project. It claims to have 
Ш committed Rs 500 million (US$29.6 
nillion) i in direct capital investment in the 
unjab, of which 77% is in food processing. 
says 70% of this sum has already been 
pent on capital goods and on on-site con- 
truction. 

2 Pepsi also claims it has signed contracts 
or forward delivery of 30,000 tonnes of to- 
natoes from Punjabi farmers during April- 
ипе апа says renewed uncertainty has 
rimped operations at its s snack foods ree 
tiala, the 5 
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April-December 1989, 68 projects won ap- 
proval, worth some Rs 2 billion. 

Out of desperation, as much as any- 
thing, communism West Bengal-style has 
become relatively friendly to private in- 
dustry. A chamber of commerce official ex- 
plains: "We had perestroika here long be- 
fore it came to Gorbachov s Russia." Basu 
has shown himself prepared not oy to 
pass control of state-owned 
companies to the private 
sector, but also to encour- 
age a distinctly non-com- 
munist stance on wage 
levels. 

Basu has resisted occa- 
sional demands for nation- 
alisation, even in cases such 
as Bengal Potteries, where 
the workers favoured it. 
He also has very little time 
for communist-style labour 
agitation, with the result 
that investors find West 
Bengal's wage rates competi- 
tive with the rest of India. 
In addition, he has held 
in check his enthusiasm 
for land reform in the agricultural sec- 
tor, particulady where reform would 
threaten the viability of fisheries or nur- 
series. 

The primary aim of West Bengal's eco- 
nomic policies has been job creation, or 
more often, job saving. So, when the state's 
money-losing electronics concerns ran into 
trouble, management was passed to Nicco, 
a Calcutta-based company. When young 


The current assault on Pepsi may mask 
local beverage makers' desire to keep the 
multinational out of the market for at least 
another half year. Some 70% of soft drinks 
are consumed during April-September, In- 
dia's hottest months. 

Itisahuge and fast-growing market. Sur- 
veys show Indian soft drink turnover has in- 
creased from 3.2 billion bottles a year, in 
1985, to about 6.5 billion bottles this year. 
Total beverage turnover in India is estimated 
at Rs9 billion. A soft drinks combine owned 
by Ramesh Chauhan controls about 65% of 
the market. Another firm, which sells a 
Coke look-alike under the logo of Champa- 
cola, has perhaps another 15%. Lesser com- 
panies have the rest. 

Pepsi's entry has sparked increasingly 
bitter business warfare. Chauhan's lob- 
byists capitalise on knee-jerk, anti-foreign 
sentiment in much of the local press. Fer- 
nandes describes Pepsi’s cost overrun in its 
Punjab food-processing operation, now 
about double initial estimates, as evidence 
of multinational perfidy. 

Yet many market analysts believe the 
real money-spinner for Pepsi (and, presum- 


ably, for Punjabi farmers) will be in selling 


ahead by T state. By contrast, during | | 
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save the mills’ 20,000 jobs. D 
More private mee 


» “has shown interest in 
= ing over two comp: 
$ Titaghur Paper, and Dytro 
à failing laminate unit in Ka- 
lyani near Calcutta. The Mit- 
tal family of Calcutta 15 
negotiating to acquire the 
Hindustan Pilkington Glass | 
factory at Asansol. 

Long before Rajiv Gan- 
dhi's early liberalisation of © 
foreign investment proce 
dures, West Bengal had been | 
welcoming Indian subsi- 
diaries of multinational com- 
panies — Unilever, Chloride 
group and Philips all have — 
plants in the state. Although 
no confirmation is available, 
it is rumoured that Coca-Cola, which Һай 
earlier proposed setting up a food proces- 
sing-cum-soft drinks plant at Noida near 
New Delhi, has now changed the location 
of its planned site to the tea-growing parts 
of West Bengal, around Siliguri. The US - 
company is, of course, awaiting the out- - 
come of a bitter political controversy sur-: 
rounding a similar proposal from its rival 
PepsiCo. " — 


potato chips and other snack foods to third- — 
country markets, a result that should raise 
foreign-exchange earnings. | 
The twist in the present controversy is. 
that Pepsi's India operation faces little real 
danger of an out-and-out eviction. Despite 
initial moves against Pepsi by Yadav, who: 
sensed that Fernandes might have the run- 
ning on the issue, the cabinet's pro-liberali- 
sation coterie, comprising Singh himself, 
Industries Minister Ajit Singh and Finance: 
Minister Madhu Dandavate, will. ens 
that Pepsi stays on track. To give Cha 
and other dosed-market advocates the 
way would do harm to steadily improving 
ties with the US (Singh has appointed one 
of the leading gurus of liberalisation of the 
last government, Abid Hussein, as his am- 
bassador to Washington). — 
Given these underlying realities, obser : 
vers wonder why Singh allows his minis- 
ters to give such negative signals to th 
foreign-investment community. As on 
senior Finance Ministry official put it to th 
REVIEW: "Unless quickly resolved, the Pepsi 
dispute is going to give us an undeserved 
black-eye in the international business com- 
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—. Congestion threatens to clip Asta s wings 


Altitude sickness 





~ T 0 many travellers, airports can be a 
| чы. refined form of torture — over- 
crowded terminals, inedible sand- 


2 ^ wiches, unworkable phones, the regular 
« unwelcome announcement of delays. 


The bad news is that conditions are 
likely to get worse throughout Asia. At 


: conditions in Asia are “better 
__ than those prevailing in the US — where 
| | delay is endemic to air travel — and 


t < Europe. But there are fears that unless 
action is taken now to expand Asia's 
_. crowded skies, the region will suffer a simi- 














lar crisis in three to five years time. 

It is not just passengers who suffer. Air- 
lines can see the problem landing on their 
bottom line. Congestion is pushing up their 
operating costs and could restrict their 
growth. And if that happens, would-be air 
passengers will find it even more difficult to 
book a flight than it is already. 

Overcrowding falls into three main 
categories: congestion in the “highways of 
the air"; the congestion that comes from too 
many aircraft chasing too few runways; 
and the congestion of too many passengers 
arriving at air-terminals incapable of deal- 
ing efficiently with them. 


growth. 


If a more conservative 33-34% fleet ir increase is assumed, then | 
it will be necessary to build more of the larger aircraft types — ——— 
including some of more than 500 seats — in order to push the 
average seat numbers реа aircraft: to about 296 and ensure capa- 


“Japanese airlines already 
7476 with up to 550 seats, ar 
o possibility | of building a 74 
1 length. It woul 





rives at. the. airport. dn many cases, trans- 
port links to Asia's airports have not kept 
pace with demand. Within the airports, ter- 
minals have often not grown with the 
number of passengers using them. The re- 
sult is the familiar check-in chaos. Technol- 
ogy which could cut the time needed to 
pass through airports is only slowly being 
introduced. 

The second main cause of congestion is 
that some Asian airports are simply too 
small to handle the numbers of aircraft they 
have to, without cutting into delay-reduc- 
ing margins of error. Tokyo's Narita, Hong- 
kong and Kuala Lumpur, for instance, each 
have only one runway, so even a minor in- 
cident such as an aircraft's burst tyre can 
stop all traffic. A more serious incident will 
close the whole airport for several hours. 

Stil more of a problem is lack of aircraft 
parking space. Lack of parking space forces 
Hongkong’s Cathay Pacific Airways to park 
aircraft overseas at night. Worse, aircraft 
wingspans are getting even larger, leading 
to parking problems in bays designed in 
times when wings were shorter. 

Passengers generally like to board and 
exit through “finger-piers,” rather than tak- 
ing buses to aircraft parked on the far side 
of the airport. Airlines also like this con- 
venience. But today this means juggling 
different sizes of aircraft between each 
other at the terminal. With larger aircraft 
seen aS one way to alleviate congestion, 
this type of problem can only get worse — 
unless ideas such as airliners with folding 
wings take root. 


sume that infrastructure will not tbe a constraint © o airline tli | : 
















лсе the poor passenger has strugel- 
d to get through the airport, and once 
the pilot has secured a slot on the run- 
way, the passenger faces the congestion 
born of air traffic control systems which 
lag behind airline growth. Too few airways, 
sufficient radar coverage and a lack of 
i staff are producing bottlenecks in 













_ For instance, economic efficiency de- 
mands that airliners fly as high as possible 
for a given weight, starting lower when full 
of fuel and climbing in a series of “steps” as 
the aircraft gets lighter as it burns off 
fuel. If congested airways lead to a 
seven-and-a-half hour flight being 
held at a lower-than-desired al- 
titude, the extra fuel burned would 
cost US$1,250. 


uite apart from the cost, this 

extra burn-off (about 30 mi- 

nutes' flying time) may lead 

to an expensive refuelling di- 
version, in order to keep within 
legal fuel reserves limits. On a longer 
Far East-Europe flight, taking off with 
enough fuel to counter possible altitude 
problems without refuelling would mean 
carrying 33 fewer passengers — a loss 
of about US$33,000 in revenue to the air- 
line. 

Asia faces all three categories of conges- 
tion, but they are not confined to the re- 
gion. In the US, where generally larger air- 
ports with more runways are handling 
levels of passenger and aircraft traffic far 
higher than those of Asia, the situation has 


. luctant willingness to build 
.. folding wingtips if enough 
| orders are placed, though 
. both emphasise that there · 
cs are problems involved. m 
Prime targets for folding. 
| winglips would be Boring $ s 
.. projected 77 twine ] 
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already reached crisis proportions. Europe 
too is reaching crisis point. There are fears 
that unless action is taken urgently, Asia 
will face acute overcrowding by the mid- 
1990s. 

The Asia-Pacific’s average annual 
growth in passenger traffic from 1970-86 
has been more than 10%, faster than the 
world average of about 6%. But growth in 
the region has accelerated over the past few 
years. Figures from the International Civil 
Aviation Organisation (ICAO) show that in- 
ternational scheduled passenger traffic in 


Asia's major bottlenecks 





the region for 1988 was 50.8 million people 
— 15% more than in 1987, which in tum 


was 12% busier than 1986. This is a couple 


of percentage points faster than world pass- 
enger growth. 

Aircraft manufacturer McDonnell Doug- 
las has made forecasts to the year 2010, 
based on ICAO reports. These predict intra- 
Asian traffic growth of 10%, with Europe- 
Far East growth at more than 8%, and the 
North and Mid-Pacific at 11%, against a 
world figure of 7.7%. 

The International Air Transport Associa- 
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2 ing airport congestion all ec 
| ding wings. on large. aircraft may mean th 


tion (IATA), the world's major airline in 
try grouping, predicts annual Asian traffic 
growth at 10-1476 to 1995, saying tha 
the year 2000, Asia will account for 40% 
all scheduled international traffic, double 
present share. 

Not all the region's existing airports can 
expand to meet this demand. Some are 
velopments of sites which started оре: 
tions in or before World War II: the 
ports often cannot expand because : 
sequent urban encroachment prevents it 
Hongkong's Kai Tak airport is one exam 
ple. But even where airports have 
2 been built more recently, such - 
q Tokyo's Narita and Singapore’: 

Changi, other constraints, such as 
local politics or limited airspace, 
threaten further development. 
Of the major bottlenecks, Narita’ 
and Bangkok are a special cases be- 
cause they both serve as fuel-stops. 
Trans-Pacific services to and from. 
much of Southeast Asia refuel at : 
Narita, while Bangkok is the focus of 
one-stop flights between Australia and 
Europe. 

Narita, which opened in the 1970s, has 
only one runway. А second runway is 
being built, but cannot be completed be- - 
cause six farmers refuse to sell their land. 
The number of flights to and from Narita is 
appro&ching a noise-curfew imposed limit. 

A noise-curfew has constrained Osaka . 
to a set number of international flights for. 
more than 10 years. The Japanese Govern 
ment is attempting to deal with congestion. 
at Narita and Osaka by persuading airlines = 









































vg 


| cally feasible. But it is op- o 
` posed to the idea because _ 
such tips would: likely add 
<- 8,900 Ibs of extra structural 
. weight, increasing. fuel-burn - 5 
- by 11% on flights of up 
4,000 nautical miles (nm 
| but Jeducng. fuel ora 























































































-to start new services to other part: | 
. The answer to Osaka's s problems is a 
new airport on an artificial island at Kansai, 
snow under construction, but there are fears 
that the projected opening date of 1993 will 
not be met. It is to start with one runway 
open 24 hours a day, with a second runway 
о be added when necessary. 
` Bangkok, which has two runways, 
‘opened a terminal extension а few years 
„аро, but is now feared to suffer from too lit- 
‘tle aircraft parking space. More parking 
-areas are to be built, but IATA is worried 
"that, even with passenger traffic growth of 
1875 in 1989, Bangkok's planners have only 
revised their growth forecast from 9% up to 
1196. 
Singapore’s Changi is an example of 
how planners can get things right. Opened 
in the early 1980s, it has two runways and 
ample parking space. Its layout was plan- 
ned with sufficient flexibility to allow not 
1 merely a second terminal, due to open in 
October, but also a third now at the plan- 
-ning stage, and a fourth under discussion. 
Its only potential problem is that take-off 
and approach flight paths must pass 
through Malaysian or Indonesian airspace, 
thus relving on good relations with its 
`. neighbours to keep the airport open. 


ongkong is due to open a new air- 
port, built on reclaimed land*to the 
8 northwest of Lantau island in early 
. 1997. It will initially have one runway, 
operating around the clock, but a second 
will be added. In the interim, the present 
: Single-runway Kai Tak is expected to reach 
- full capacity in 1994, despite a 059460 mil- 
hon-worth of improvements. 
These will include extra parking areas 
for aircraft, and will take the terminal — ex- 
tended last year — to an ultimate capacity 
of 24 million passengers a year. This 
“throughput will only be feasible if demand 
715 managed, which means that peak-time 
landing and parking fees will probably go 
{ог a premium. 
~ As Kai Tak struggles against capacity 
Jimits over the next few years, its plight can 
~ only be exacerbated by staff such as air-traf- 
fic controllers emigrating. 
Surprisingly, in spite of the past few 
years’ rapid growth, Hongkong planners 
are assuming growth of only 8% for the 
` next three years. One way to expand air- 
„ро facilities is to base more check-in ser- 
_ vices away from the airport — a solution al- 
ready adopted in Tokyo. The REVIEW un- 
А derstands that а full downtown check-in 
. was examined in conjunction with Hong- 
` kong's new airport, but was dismissed for 
- security reasons. 
Except for Narita, landing, fees and park- 
ing charges at the region's major bot- 
tlenecks are relatively cheap when com- 
pared with airports in Europe. It seems in- 
evitable that these charges will rise, eventu- 
ally oe е fares, s 


; of Japan. | 


Lack of radar causes fligh 


t jam over India 


Calcutta clutter 


n a Friday night from 8:30-11:15 

p.m., nine flights leave Hongkong 

and head westwards across Kun- 

ming in southern China and Calcutta in 

India before either turning northwest to fly 

over Afghanistan and the Soviet Union or 

continuing across Turkey on their way to 
northern Europe. 

A similar number of flights bound for 
northern Europe leave from Singapore and 
Bangkok at about the same time and join 
the same route over Calcutta, thus account- 
ing for all flights from Northeast and South- 
east Asia and Australia except those which 
go via the polar route from Tokyo. 

To make matters worse, all of them 
must fly over Calcutta within the same 
timeband in order to arrive in Europe no 
earlier than 5 a.m. as mandated by local 
airport noise curfews. 
Nearly all are Boeing 747s, 
starting with maximum 
weight and therefore limited 
in their ability to climb to 
high altitudes. 

For reasons of economy, 
all would like to cruise at the 
same speed at 31,000 ft until 
shortly after New Delhi, 
when they will have burned 
off enough fuel to be able 
to climb to 35,000 ft, the next 
available altitude for west- 
bound flights, and ulti- 
mately to 37,000 ft over 


Europe. 
But because there is no 
ground-based radar to 


monitor the flights’ progress 
between leaving China and 
entering Soviet airspace on 
the northern route, or be- 
tween China and Europe on the southern 
route, these flights must rely on so-called 
procedural separation. This means moni- 
toring flights by their own position reports, 
given in some areas on high frequency 
radio which is subject to interference and 
other problems. 

Separation between successive flights 
can be as little as five minutes over the 
Soviet Union or Europe, where radar cover- 
age is good, or 10 minutes over China, 
where radar coverage is adequate. But the 
minimum separation permitted in areas 
with no radar coverage is 15 minutes be- 
tween flights at the same altitude on the 
same airway — four flights an hour. 

The result is an air-traffic jam from Cal- 


cutta to New Delhi. Some flights have to. 


delay their departures because the jam is 
discovered when flight plans are filed to 
control centres along the route. 5ome have 
to accept a cruise altitude of 28,000 ft over 
India and beyond on the southern route, 
which burns extra fuel. 

Others take off late because of technical 
delays, and have to be eased into the flow 
when slots become available. Each crew lis- 
tens in to the others' position reports and 
keeps a mental picture of where they all 
are, flashing their landing lights at flights 
passing in the opposite direction 2,000 ft 
above or below to ensure that each knows 
they have been seen by the other and that 
they are well separated. 

Aboard those flights which have to fly at 
lower-than-optimum altitudes, flight en- 
gineers monitor the fuel burn and tell the 


Calcutta the choke point 


Asia's main airways 





captain whether or not they will arrive over: 
their destinations with at least the legal 
minimum amount of fuel. (The limit is fu 
to fly to a diversion airport in case of bad 
weather, plus 30 minutes' fuel for any hold- : 
ing pattern there.) 

Possible minor delays can and do com- 
bine throughout. Asia into major delays in- 
volving large expense for the airlines, and 
unwanted flight-crew fatigue. Things are 
not yet as bad as in the US, where a vast: 
number of flights and a unified but out- 
dated and understaffed air-traffic control 
(ATC) system has forced the imposition of 
“flow control,” in which aircraft sit on the 
ground until ав ATE slot is available. | 






































along a route and where being 
id to fly a holding pattern in a stack of 
near an airport is common because 






ut Asia i is catching up in this respect. 
re are fears that unless more airways 
opened up and more en-route radar 
systems are installed to allow shorter sep- 
aration standards, Asian skies will become 
just as clogged over the next five years. 
Опе alternative is for aircraft to be al- 
lowed to fly off airways on more direct 
routes relying on their own navigation 
equipment, as is done in the US and Aus- 
tralia. But for flight authorities this is not 
only a major intellectual step, but also in- 
volves a loss of authority. 

АТС radar is the key to the problem. 
With total coverage, such as between 
Hongkong and Taipei, separation can be 
cut to five minutes, allowing 12 flights an 
hour to fly at the same altitude in the same 
direction. And between Taipei and Tokyo, 
where radar coverage has a blank space in 
the middle, 10-minute separation or six 
flights an hour at the same level is usual. 
But even with good radar coverage, 
there are still problems. The big twin-en- 
gined jets, such as the Airbus A300, A310 
and Boeing 757 and 767, cruise some 30-40 
knots slower than the three- or four-en- 
gined types, causing problems for ATC staff 
trying to maximise use of altitudes. 








And congestion over Japan has become | 
a major problem, made worse by rigid | 
noise curfews at airports. One airline esti- | 
mates that its flights to Tokyo are on aver- | 
age 10 minutes longer than scheduled be- | 


cause of having to fly holding patterns. 


»Hongkong-based Cathay Pacific Air- | 


ways recently encountered an extreme 
example on a flight between Nagoya and 
Hongkong. The Lockheed TriStar involved 
had to fly at 20,000 ft, incurring high fuel 
consumption, and with no previous indica- 
tion of delays was forced into a prolonged 
series of circles over Kagoshima because of 
congestion on the airway. 

Because of this, the flight would not 

have been able to arrive in Hongkong with 
legal. fuel reserves, so it had to land in 
Taipei i to. pick up extra fuel. The landing, 
arking and turnaround fees plus the fuel 
cost a total of US$9,300. 
- Delays to long-range flights are even 
more expensive. If a flight from, say, Van- 
couver to Hongkong is forced to stop in 
Taipei for fuel plus crew rest, the delay is 
about 13 hours, and the fuel, landing and 
other charges, plus hotel rooms for all 
aboard, amount to US$35,000. 

`` Cathay reckons that its long-haul flights 
are now burning 1-2% more fuel than plan- 
ned because of having to accept unwanted 
altitudes and airport congestion. System- 
wide, the extra fuel amounts to about 1%, 
or US$4 million a year. 

fying: ATC seems a ue dd idea which 











ne country’ s ATC System. to 


€ ER RO RETE er 


—————— 


a E t 









would allow consistent, lower separation 
times to be implemented and hence more 
traffic to be squeezed through. But the US 
is one nation, so imposing one ATC system 
was easy. Europe is still fragmented into 
different systems, though Eurocontrol now 
links parts of northern Europe. The pros- 
pect of ап Asiacontrol centre, based per- 
haps in Singapore, seems remote. Even 
from Hongkong to Singapore and Bang- 
kok, radar coverage breaks down in the 





] сорау 


INTERNATIONAL 





The professional consultants of the fiduci iary clearinghouse Cabé 
International are pleased to make available its current offerings: 


Letters of Credit: 
13.94% Annualized Yield* 


Prime Bank Notes: 180-365 days 
11.0%-13.0% Annualized ` 


For more information or a private consultation regarding our current 
offerings and complete range of international financial services, 
please contact our Executive Offices today: 


Cabé International Consultants, Inc. 
1200 North Federal Highway, Boca Raton, FL 33432 


Tel: 407-367-9881 


FAX: 407-367-9138 


ecial Opportunity for 
-Oriented Institutional | 
and Individual Investors. | 


















middle — en-route radar covers a radius of 
about 250 miles, and there are no remote 
transmitters sited to cover the entire routes. 
Thus, 15-minute separation is the norm in 
these areas. | 

The biggest gaps are in the Indian subs: 
continent and over China. In India, where | 
major airports have radar to control termi: 
nal areas, the gap is in en-route coverage 
and in the lack of airways. 
ш Michael Westlake. 
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INDUSTRY 


Singapore: s building industry stages a recovery 





fter four-and-a-half years languish- 
ing ina counter-cyclical decline, Sin- 
^ gapore's construction sector is back, 
growing 1.3% in 1989, after a strong recov- 
` ery in the second half of the year. 
` It now seems poised to expand quickly 
over the next few years, just as the rest of 
the economy shows signs of slowing. Sec- 
ота! growth is forecast to reach about 20% 
-this year before stabilising at around 10% 
for the next two years. Such expansion will 
make a hefty contribution to overall eco- 
nomic growth as the manufacturing and 
trade sectors slacken in response to re- 
duced demand in major markets. 
The turnround is still in its early stages 
— last year it contributed only 0.1 of a per- 
centage point to a СОР growth rate of 9.2%. 
. . Nevertheless, this is stellar stuff compared 
__ to the sector's recent history: it shrank by 
4,4% in 1988, by 9.8% in 1987 and by 22.4% 
DR in 1986. 
.. Hs newfound strength is due in ‘part to 
Г growing demand for prime office space and 
. hotel rooms, both of which are in short 
` supply because building work slumped fol- 









































BUDGETS 


ingapore’s budget for the year to 
| March 1991 contained two nuggets: a 
cut of one point to 31% in corporate 
income tax and a one-time 576 rebate in 
. personal income tax for 1990. The former is 
= aimed at cutting business costs and the lat- 
ter to reward hard work, said Richard Hu, 
the finance minister. The lack of bigger 
news suggests that the government rec- 
kons the economy is not strong enough to 
absorb any major new taxes nor weak 
enough to warrant stimulatory measures. 
.GDP is likely to grow by slightly less this 
‘year than 1989s 9.2%. 

Since the corporate and personal tax 
cuts are expected by the government to re- 
lease only about S$130 million (US$69 mil- 
lion), no great stimulus is expected in the 
eneral economy. But big changes are 
t. Some five years after proposing a 
consumption tax, the Singapore Govern- 
ys it will be introducing legislation 
990 to make possible a value-added tax. 
ing the budget em on 2 March, 


мору nicely 


Bouncing back 





lowing the 1985-86 glut in the property 
market. But it has also been helped by a 
government decision to boost public-sector 
building activity in a bid to stave off an eco- 
nomic downturn, 

Constrained by a small and trade-de- 
pendent urban economy in which normal 
monetary and fiscal policies are of limited 
value, the government has traditionally 
used public works and public housing con- 


Hu does it again 


Hu announced that labour-short Singapore 
will be more willing to allow the recruit- 
ment of foreigners to fill shortages in sec- 
tors other than currently approved areas 
such as manufacturing, hotels, construction 
and domestic help. The government will 
now allow approved manufacturers to re- 
cruit foreign workers for up to 40% of their 
labour pool and 10% for services. 

Government revenue is projected to in- 
crease only marginally to 5$15.6 billion in 
the year to March 1991 while total expendi- 
ture will increase by 9.1% to $$14.1 billion. 
This will give a surplus of 5$1.5 billion, a 
decline of 38% from the surplus in the cur- 
rent fiscal vear. After taking into account 
lending and capital receipts, however, the 
overall surplus will increase to 554.4 billion, 
which is 31% lower than last year. 

Tax concessions were also extended to 
those pioneer industries whose tax-free 
status is in the process of running out. 
Originally granted for 10 years, the pioneer 


status, which entitles them to a tax rate of | 


БАЯ EASTERN. EC ONOMIC. RE! AEW 


nomic с slowdowns 

This policy pet sometimes led to hous- 
ing being built in the absence of genuine 
demand. In 1985-86, it helped push Singa- 
pore into its worst property slump for two 
decades. That is not likely to happen this 
time, sav analysts, because private-sector 
bullishness suggests a real increase in de- 
mand. 

The total value of contracts awarded last 
year rose 56% to $$5.3 billion (US$2.8 bil- 
lion), compared with only $$3.4 billion in 
1988. The value of public-sector contracts 
rose by 5575 last year; while = value of 
private-sector awards rose 57 

Latest data from the Ministry of Trade 
and Industry suggest that the private. sec- 
tor is more bullish about the building in- 
dustry’s prospects than the public sector. 
Contracts awarded by the private sector 
rose from a low point of 9.9% of total con- 
tracts in 1986 to 47% in 1989. 

Since 86% of Singaporeans already live 
in public housing, the scope for further 
public housing construction is clearly limit- 
ed. Nevertheless, the government is plan- 
ning to build another 20,000 flats thus year, 
possibly in anticipation of the 100,000 mig- 
rants it expects from Hongkong in the run- 
up to 1997. 

Government contracts will be more fo- 
cused on a massive refitting programme to 
upgrade existing flats. The government will 
spend 5$15 billion over the next 15 years to 
upgrade public housing and provide resi- 
dents with gardens and club houses. At the 





Singapore boosts spending _ 
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as low as 10%, was extended previously for 
another five years. Now such industries 
can receive an extension of 10 years. 

A concessionary tax of 10% to regional 
headquarters of international firms is being 
widened to include multinational corpora- 
tions that set up their treasury and finance 
offices in Singapore. Low taxes were also 
proposed for various financial services, npe 
vided i income is is derived offshore. T 

















3 those living i in private condominiums. 

The government is also expected to 
spend 5$122 million over the next six years 
through the Public Works Department's 
master plan to build new roads and walk- 
ways. 

The private sector will also be doing its 
bit to help the construction industry. By 
1993, 34 major new buildings are expected 
to have been added to the Central Business 
District and another 3.5 million m? of retail 

expected to come on stream. 

jut the boom may not necessarily mean 

indfall: "for Singapore contractors. Wages 
are expected to remain high in Singapore's 
traditionally tight labour market. And de- 
spite recent concessions, the government is 
unlikely to start handing out more work 
permits to foreign construction workers. It 
would rather see contractors invest in ex- 
pensive machinery — something the city 
state's thinly capitalised building firms are 
reluctant to do because the industry is so 
notoriously cyclical. 

At the moment, building firms depend 
on foreign workers for about 40-50% of 
their labour force. That is unlikely to 
change in the near future, especially now 
that the government has increased the levy 
employers pay to the government for 
foreign workers from 5$220 to $$250 a 
year. 










sharply over the last year. Cement 

prices have increased 51% and steel 
prices by about 2076. And the fact that Jan- 
uarys Consumer Price Index surged by 
3.7% shows that inflationary pressures are 
staring to build up even in Singapore, 
where inflation normally crawls along at 
about 2% a year. 

Given these factors and also given that 
much of the excess capacity built up during 
the last boom is still around, margins for 
contractors are estimated to average only 3- 
4%. In addition, Singapore's big contractors 
face stiff competition from foreign firms. 

More than half the main contracts for 
commercial projects and about 90% of the 
hotel contracts are won by foreign contrac- 
tors, leaving local contractors to dominate 
the residential and industrials. contracts. 
Local contractors do get sub-contracts on 
tenders won by foreigners but here the 
margins are even slimmer and competition 
even keener. 

Stockbrokers think construction com- 
panies' pickings will be so slim despite the 
boom that they are generally tipping the 
stocks of building material firms such as the 
steel mills and cement makers as better 
buys than construction companies. The 
four construction companies listed in Singa- 
pore are Lum Chang, Lee Kim Tah, Lim 
Kah Ngam, and L&M. Quarry operator Re- 
source Development Corp. is also engaged 
in construction work. z 


B uilding material costs have also risen 
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spired to work. 


most arguments for a shortened work week are based on improving the quality of 


the e principal k loser i in Ү feris s of cost. 


: эм have е to cope e with i flexible oo ап 


FAR EASTERN ECONOMIC REVIEW 


d н vi 5 7 в E e E 











The снна remisi an opposes the pen, ; ut 


led government has been embarrassed by its inability to control the 
counties. | E 
The central government should propose its own plan. A five-day wek 
in gradually is a healthy idea for rich but over-worked Taiwan. Far from blunting 
competitiveness, the move would improve employee morale and lift productiv 
Taiwan has enjoyed annual economic growth above 8% for the past decade, a 
its annual per capita income is above US$8,000, опе of Asia's highest. This im- — 
pressive record, however, has been attained through years of single minded growth Ж 
strategies and at the cost of neglecting the quality of life. : 
Today, people are increasingly calling for more attention be paid to the environ- e. 
ment. Why not improve their lives with a shorter work week, too? =. us 
Economic textbooks say that regarding work time, two effects are possible а 2 
wages increase. As a worker's salary rises, under one scenario, he can afford тое — 
leisure time though each work hour he ; gives up costs him more. Under the other, . 
however, the more valuable thé work time becomes, the more the worker i is ims v 


Experience USES that the first option would find few kesi in Taiwan. While | v 





life in Taiwan, anyone who observed the Taiwanese entrepreneurial spirit in action = 
can readily imagine the country's army of workers ng а second job for extra і in ra 
come on a free Saturday, not leisure activity. r | 
The propensity of Taiwan's workforce to moonli ht does not mean the country 
should keep its six-day work week. Despite employee salaries being ät levels unim- 
aginable 10 years ago, the taking of side jobs, even 97 upper-income, white collar us 
workers is widespread. Su um 
In addition, a shorter week need not result ina à loss of productivity. The costof 
the shorter work week would be confined mostly to logistical problems: resulting ү 
from the changeover from a six-day week. | de oue 
A five-day work week should pressure employers to trim their operations to get rm 
more out of them. Also, employee loyalty, particularly i in the small, family-owned 
factories that dominate Taiwan’s economy, should п rise. "He loyalty among? work- ү . 
ers shou’ generally result in increased efficiency... z б 
-Jf this proves to be the case, produc ti ity we uid remain 
though the country could expect a windfall of as much as a one-sixt 1 working - 
hours from the extra ea That should à come as s welcome relief to Taiwan’ $ 
е lab y tace. 
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government has done enough 
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India’s bed of nails 


As an economist, І am absolutely clear in my 
mind that while we have to reduce bureaucratic 
controls and simplify procedures, the govern- 
ment must have a strong role in the economy, 
particularly in ensuring that our resources are 
invested to promote the interests of the many 
rather than those of a few. 


his is the new finance secretary in 
Indian Prime Minister V. P. 
Singh's National Front goverment 


expatiating on his — and presum- 
ably his government's — approach to that 
loaded word, liberalisation. It has suddenly 
become a dirty word in New Delhi, hence 
all the ifs and buts. But the secretary is "ab- 
solutely" clear that the Singh 
government must have a 
"strong" role in promoting 
the interests of the "many" 
rather than the "few." 

The government in India 
has always been very strong, — 
both politically and economi- 
cally, appropriating more 
than 20% of the country’s na- 
tional income year after year 
in order to promote the in- 
terests of the many. But for 
some reason, the many are 
not at all convinced that the 


for them. You can hardly 
blame them. The real incomes 
of over two-thirds of the 
population have remained virtually stag- 
nant over the past 40 years, while those of 
the remaining one-third have more than 
doubled. 

The result is a growing disparity in in- 
comes, with the bulk of the population re- 
duced to making do with incomes which 
are not only a fraction of the rest, but 
also pretty meagre in absolute terms. 
India is still among the poorest countries 
in the world with a per capita income of 
US$300. 

Why then do Indian economists go 
on and on about the government's strong 
role in economic management when the 
evidence is that this role has been dis- 
astrous? Is it because most of them studied 
at the London School of Economics under 
statist professors? Or is it because they ex- 
pect their politician bosses to say that? Prob- 
ably a bit of both. But the real reason is 
psychological. 

The notion that only a powerful go- 
vernment can solve the nation's prob- 
lems, from providing milk every morn- 


Still ploughing the same furrow. 


By Jay Dubashi 


ing to running railways and TV program- 
mes, is so deeply embedded in the Indian 
psyche after centuries of foreign rule that 
it is virtually impossible to convince most 
Indians that they would be much better 
off were the government to get off their 
backs. 

This is why political stability becomes 
such a crucial factor in elections. In- 
dians have been conned into believing 
that the world will fall apart in the ab- 
sence of a strong government in New 
Delhi. 

Politidans have a vested interest in 
spreading this myth. And Indian eco- 
nomists, particularly those in the gov- 





ernment, instinctively follow the line. 

It has been obvious for years that the 
public sector in India is simply not up 
to the mark and has failed to deliver the 
goods. It has absorbed over US$200 bil- 
lion worth of investment on which it yields a 
paltry return — according to the govern- 
ment's own studies no more than 1.5% a 
year. 

Rajiv Gandhi was the first prime minis- 
ter to debunk the public sector — he said it 
was a bottomless pit — but his government 
could do little about it. Even the Bharatiya 
Janata Party (BJP), which is convinced that 
something drastic has to be done, is reluc- 
tant to call for privatisation. The public sec- 
tor is a sacred cow of Indian socialism and 
you do not mess about with such institu- 
tions in India. 

The Minister for Information and Broad- 
casting P. Upendra was asked why under 
the new bill which is supposed to grant 
autonomy to television, there was no 
scope for private enterprise. “Two-thirds of 
our people are illiterate," he is reported to 
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have replied, "and they will be exploited by 
big business." 

Nobody asked Upendra why two-thirds 
of Indians should be illiterate after 40 years 
of planning, which also includes complete 
control of electronic media. The minister's 
reply is the same as that of the finance sec- 
retary. Whatever they do, or rather aim to 
do, is done in the name of the many, not 
merely the few. 

There is no large-scale opposition to the 
new bill, and everyone, except perhaps the 
Congress which is now in opposition, is ap- 
parently happy that the media will con- 
tinue to be under government control, 
more or less as before. 

The new government will 
almost certainly tighten its 
grip on the economy, though 
it continues to talk vaguely 
about liberalisation, with, of 
course, the usual ifs and buts. 
The past five years have been 
good for the economy, with 
GNP growth rates averaging 
5% a year. But the new men 
in the planning commission 
do not think so. There are 
now nine of them instead of 
six, and the new chief is a 
politician, not an economist. 
He wants the commission to 
be a statutory body — like the 
Supreme Court — to ensure 
that no one dare question its 
authority. And it is also planning a lower 
rate of growth, not because there are 
no resources in sight — the usual excuse 
— but because high growth is supposed to 
be bad for those living below the poverty 
line. 

And what will the government do about 
the poor? It will give them cows and goats 
and ask them to weave their own cloth. 
They will also be asked to put up mud 
houses, for that is what Mahatma Gandhi 
asked them to do. For the new planners are 
Gandhians to the core and believe that 
modern technology is the biggest enemy of 
poverty. 

And since technology and industry go 
together, the planners will go slow on the 
latter even if in the process, they manage to 
bring the economy to a halt. The patient 
may be dead, but the operation must be de- 
clared a success. = 


SINIL WIONYNid 


Jay Dubashi is the principal economic adviser 
to the Bharatiya Janata Party and the former eco- 
nomics editor of India Today. 
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i Ж fer 18 ene “ol open feuding, 
Jẹ Thailand’s central bank governor, 
4. X Kamchorn Sathirakul, was sacked ig- 
nominiously by his adversary, Finance 
Minister Pramual Sabhavasu. Announcing 
the decision following a cabinet meeting on 
6 March, Pramual appointed Chavalit 
Thanachanan, Kamchorn’s respected long- 
time deputy governor at the Bank of Thai- 
land (вот) as the new head of the central 
bank 


- While Kamchorn’s sacking was disturb- 
ing to the financial community — the gov- 
ernor only learned of it upon returning to 
his office a few hours after it had been an- 
nounced — bankers were at least familiar 
with his replacement. At 59, with only sev- 
eral months to go before reaching the man- 
datory retirement age, Chavalit is thought 
to. have been a compromise between 
Pramual and the Prime Minister's Office. 

A 30-year вот veteran, Chavalit is re- 
spected for his straightforwardness and de- 
lication to the central bank's indepen- 
lence. "He is a careful person," says a Thai 
sanker. "You get precision from Chavalit." 
mportantly, he is on better terms with 


?ramual. This is expected to help BoT putin - 


Ласе anti-inflation policies that have been 
weld up for months by the Pramual-Kam- 
shorn fight. 

While at times Kamchorn and Chavalit 
3ave had their differences, bankers believed 
hat BoT policies would be fully maintained. 
samchorn, 56, and his deputy Chavalit 
1ad led вот since 1984, when Kamchorn 
'ame from the Finance Ministry to replace 
"us sacked predecessor Мики! Prachuab- 
noh. Kamchorn presided over a shake-up 
X the troubled financial industry, re- 
rabilitating several commercial banks and 
strengthening the BoT's supervision of the 
system. He also aided the recovery of the 
‘hai economy, cutting inflation and setting 
he Stage for stronger growth. 

` But like many of his predecessors, Kam- 
hom ran into trouble with his political 
"verseers, Pramual’ s move against him had 
een rumoured for months. The central 
ank ‘strongly resisted ministerial interfer- 
nce in banking and monetary affairs after 
*ramual was appointed in August 1988. 
ют officials had complained that Pramual 
lid not understand the issues involved, 
e the minister regularly made policy 
ements without consulting or informing 
central bank. 
he main conflict between the BoT and 


























bounce 


the minister was over the central bank's de- 
sire to lift lending-rate ceilings to help dam- 
pen inflationary pressure. Prices are cur- 
rently rising at an annual rate of 6%, 
against 4% at the beginning of 1989. 
Pramual has resisted the move for a year, 
though he recently appeared to have ac- 
cepted the need for monetary slowdown 
measures. But the need for action has 
grown in recent months, with accelerated 
public and private spending and heavy 
money-supply growth. 

While Pramual had been pushing hard 
to replace Kamchorn late last year, an offi- 
cal in the Prime Minister's Office said in 
December it could not accept the minis- 
ters proposed replacement, Nongyao 
Chaiseri. Nongyao, a former rector at 
Thammasat University, an accountant by 
training and a close adviser to Pramual, 
was widely believed unsuitable for the job. 
This, some observers say, led to the com- 
promise of Chavalit. Kamchorn's position 
was significantly weakened, however, 
when a group of 10 senior central-bank 
executives attacked him for not adequately 
defending BoT’s independence in a 19 Feb- 
ruary meeting, whose discussions were 
aay leaked to the press. 


COMPANIES 


Firm raises US$270 million for Asean ventures 


By Charles Smith in Tokyo 
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ne of the lesser-known successes of - 
() Japan's industrial policy in the past 
decade was the fostering of a ven- 


ture-capital industry to help small and medi- 


viously inaccessible world of equity finance. 

Now one of the main players in the 
world of Japanese venture capital, 63-year- 
old Teiji Imahara, is trying to do the same 
for Southeast Asia. Imahara became presi- 
dent of privately owned Japan Asean In- 
vestment Co. (JAIC) at the end of 1987, after 
spending nearly a decade running Japan 
Associated Finance Co. (JAFCO), an affiliate 
of Nomura Securities that spearheaded the 
growth of Japan's over-the-counter sec- 
urities market. 

The main se of JAIC, according to 
Imahara, is to help cis pan s current- 
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account. surplus by encouraging pout o 
investment in. unguoted stocks 


. investors in JAIC within the next decade as 
4 “investors in JAFCO made after: : 

um-sized companies gain access to the pre- · 
launch in mid-1987.. 






There were other signs of disa 
government. In mid- February, a 
by the Thai cabinet indefinitely to. 
decision on new foreign-banking licen 
left foreign bankers bewildered. Three c 
before the scheduled cabinet me 
Pramual said that five out of nin fo 
banks had qualified for the new lic 
though none had been informed t 
ministry. The five banks are Westp 
Australia, Societe Generale of Franc 
dustrial Bank of Japan, Long-Term Credi 
Bank and Sumitomo Bank. COSE 

Observers say the cabinet postpone 
the decision because of the increasingly 
shaky political base of the Chart Thai Party. 
They say the party wanted to avoid allega- 
tions that Pramual had received kickbacks 
from the foreign banks in exchange for the. 
licences, even though there has: been о. 
evidence of wrongdoing on his part. - 

Foreign bankers say they are just asc , : 
fused now about how the Thai Govern- 


































































nancial sector as they were 15 months ago 
when Pramual unexpectedly announced he | 
was accepting applications for the new b- 
cences. No terms were available when 23 
foreign banks originally responded to. 
Pramual's offer. A series of discussions be- 
tween both sides, however, resulted in a 
set of stiff requirements Pramual said were 
necessary to help overcome a big financing 
gap for much-needed projects. The nine 
banks that were eventually- short-listed 
accepted the conditions on the understand- 
ing that details would be worked: out i i 
ways sympathetic to the banks’ needs. 
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cks of small 
companies in Asean countries. Imahara 
says he hopes to make as much: money К ro 





pany's successful over-th KO! inte el me 757 


JAFCO, which Imahara describes as а cor 
poration-investment company of medium 
size rather than a pure venture-capital com 
pany, is one of the highest-priced stocks or 
Tokyo's over-the-counter market largely be 
cause of its portfolio of shares in 680 sn 
and medium-sized Japanese companies 
The secret of its success — raising. inten 
free funds through investment enterprise 
partnerships that in turn become share- 
holders in promising unlisted Капе i 
is being applied by JAiC. E 

During the first five years afteri its forma 





















i ederations, ТАС kept г * N 
W. profile, concentrating 
айу оп loan business. 
But the equity side blos- 
somed after Imahara joined 
е company. 

` JAIC has raised ¥40.9 bil- 











ast two years by selling 
hares in investment part- 
nerships to Japanese cor- 
porate investors. It has in- 
- -vested about ¥12 billion in 
* v about 30 unlisted companies 
in Asean countries, in sec- 
. . tors ranging from machine tools to real 
| estate. About 80% of the companies on 
*. Jalc’s initial list of investments were Japan- 
. = ese affiliates, starting with two subsidiaries 
< of Minebea, the specialist maker of minia- 
ture ball bearings. But this should change 
- -With the next batch of a dozen or so com- 
. panies in which JAIC is planning invest- 
* ments. 
p High interest rates in several Asean 
. «countries, especially Indonesia and the 
. Philippines, are gradually breaking down 
the resistance of family-oriented local en- 
















lion (US$270 million) in the = 


imahara: capital ideas. 


vestment is spurring the 
growth of equity markets by 
snapping up new flotations 
in countries such as In- 
donesia and Thailand. 

Imahara says he has 
been astonished by the 
take-off of Asean markets — 
not in price terms but in the 
number of quoted stocks. 
Even so, there may be 
danger of Japanese investors 
swamping some markets. 
This could be one reason 
why JAIC may eventually 
want to broaden its own investment base 
by including non-Japanese investors. 

What is important in the meantime is 
that all companies that JAIC selects for in- 
vestment should agree to seek a stock- 
market listing within 10 years, Imahara 
says. The object of this to support the 
growth of stockmarkets in the region, but 
the 10-year rule is also needed to realise 
capital gains for partners. 

The 220-odd Japanese companies that 
have put money into JAIC did so on the un- 
derstanding that they will get their money 
































CURRENCIES 


ByA Anthony Rowley in Tokyo 
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"y he Japanese Government is fighting 
what is probably a losing battle to 
shift the burden of economic adjust- 
ent from domestic interest-rate changes 
to external manipulation of the exchange 
te. Caught between the need to counter 
ation and to placate powerful domestic 
constituents. opposed to a rise in interest 
rates, Tokyo i is creating a diversion. 

А series. of official statements made in 
ie s wake of the stockmarket crash and the 
si in late February have sought to 
me the yen's weakness on "speculation" 
` than on inflation worries and on the 
far unsatisfied need for the official dis- 
count rate (ODR) to be raised. 

. Japan has seized a number of oppor- 
tu mines to urge paces industrialised nations 








i 17% in 12 months on a tradeweighied 
basis. Prime Minister Toshiki Kaifu pressed 
S President George Bush during the sum- 
mit кет in California on 2-3 March for 


Tokyo urges trading partners to buy yen 
Friends in need 


ledgments of the need for exchange-rate 
coordination, Bush appeared to push the 
onus back on Japan by calling for it to inter- 
vene more in foreign-exchange markets. 

Support operations for the yen have al- 
ready been costly. In two days alone fol- 
lowing the currency collapse, the Bank of 
Japan (Boj, the central bank) spent around 
4% of its US$80 billion foreign-currency re- 
serves supporting the yen. 

While the Boj has borne the brunt of 
support operations so far, Finance Minister 
Ryutaro Hashimoto seized on the yen's 
slight strengthening on 6 March as evi- 
dence of increased coordination among the 
group of seven big, industrialised coun- 
tries. He appeared relieved that the burden 
of adjustment may be shifting from interest 
rates to the yen. 

But evidence of rising inflation in Japan 
continues to accumulate. While the central 
bank shares the Ministry of Finance's (МОР) 
concern about the impact on the stock- 
market of a further rise in the ODR, the bank 
has made it plain that its first concerns are 
inflation and the exchange rate. The MoF, 
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picked for investment. artn 
ship. shares during the period before 
listing yield no dividends T 

Imahara concedes that JAIC is not the 
only company looking for unlisted shares 
in attractive unlisted companies in Asean. 
The Asian Development Bank (ADB) has an 
equity-financing arm, and the International 
Finance Corp., an affiliate of the World 
Bank, is engaged in a similar search. 

The main difference between JAIC and 
organisations affiliated with international fi- 
nancial institutions, according to Imahara, 
is that it is more profit-oriented and quicker 
at making decisions. Imahara says his com- 
pany can approve a company for invest- 
ment in three months, whereas the ADB's 
equity-financing arm is likely to take up to 
nine months to reach a decision. 

JAIC has a staff of 80, compared with 
JAFCO's 500, but Imahara says he has re- 
ceived several thousands of applications 
from students at top universities who want 
to join the company in 1991. One reason for. 
this employment interest may be that JAIC 
staff can become shareholders and thus 
take a ride on what could turn out to be 
Japan's next big venture-capital success 
story. n 





to avoid any dampening effect which 
higher rates might have on tax revenues, 

Another theory is that the government 
is unwilling to tackle “asset inflation” — 
high land and stock prices — through a 
tightening of monetary policy because this 
would hurt big financial institutions which 
have obliged the government by buying US 
Treasury bills and thus helped check trade. 
pressure. According to this theory, Japan. 
has been able to barter its funding of the US 
budget deficit against tougher US demands 
to reduce its bilateral trade surplus. 

The apparent deadlock between the MOF 
and the Boj over interest rates has caused. 
some confusion about whether the central. 
bank has the sole right to determine the: 
ODR. On paper, Boy's interest rate respon- 
sibilities seem clear, but in practice they 
have been suborned to the consensual 
workings of Japan. The ODR is determined 
by a во] "policy board" chaired by the cen- 
tral bank governor, Yasushi Mieno. Repre-: 
sentatives of city banks, local banks, com- 
merce, industry and s ris have seats: 
and voting rights on the | | 

The MoF and the official коош Plan- 
ning Agency are also represented on the 
board — but have no voting rights. This: 
formula was devised by : upations 
forces in 1949, to reflect the us Fede ral Re 
serve system and to strengthen the inde- 
pendence of the Japar ^s central ank. Вий 
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however, wants to reduce its fiscal depen- . claimed 
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By Janine Perrett in Sydney 


t a time when his political party is 
| fig Ming. a tough election campaign, 
. Australian entrepreneur John Elliott 
s facing. bitter personal attacks and mount- 
ng financial pressure on his Elders IXL 
'onglomerate. 

Late in February, Elders confirmed mar- 
cet fears when it released gloomy results 
ihowing a 40% drop in earnings to A$152.6 
nillion (US$116 million) for the six months 
o December on sales of A$9.09 billion up 
rom A$8.53 billion a year earlier. 

In what were the last results for the El- 
lers conglomerate because of a planned re- 
tructuring, all divisions of Elders, except 
reweries, suffered lower earnings. Even 
Шон conceded the results were “not the 
est” but blamed the strength of the Aus- 
ralian dollar and high interest rates. 

Analysts, however, are more concern- 
а about the. continuing debilitating ef- 
acts of last year's takeover bid for Elders 




















le brewing 


by Harlin, the private com- 
pany controlled by senior El- 
ders executives, including 
Elliott. That takeover bid, 
which netted Harlin just 
over 50% of Elders — more 
than it had anticipated — 
is also the subject of a 
mounting regulatory con- 
troversy. 

Meanwhile, in the first 
two weeks of what is prov- 
ing to be a closely fought 
election contest between 
Prime Minister Bob Hawke’s 
Labor Party and the Liberal 
Party, of which John Elliott 
is federal president, the 
Elders chief became an election issue. It 
was revealed that Australia’s national 
Crime Authority is investigating the Harlin 
takeover of Elders. 

Elliott responded to the reports by issu- 
ing writs, including one against Hawke. 
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Elliott: under attack. 


But the controversy was further fuelled b 
an incident in which the offices of Elde 
offshoot, Elders Resources, were raided i 
connection with another case. 

The political storm surrounding Elliot 
forced Elders to delay the announcement of 
the major restructuring and instead the 
company only unveiled its poor hal 
year results, The market 
reacted immediately by wip- 





at A$2.28. 


cover the dividend pay- 
ments. More si 


strip its operations back 
to just its core brewing 
business because it is the 
only division performing up 
to scratch. Both Elders 
agribusiness and finance arms produced 
disappointing results for the half year as 
did the 42%-owned Elders Resources NZFP 
offshoot. 

The restructuring is aimed at leaving El- 
ders as solely a brewer, effectively control- 
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ing 16 cents off Elders’ share - 
price which tumbled to 
A$2.23. It dosed on 6 March - 


The market has been раг- 
ticularly concerned by reo 
ports that the company has 
had to dip into reserves tó- 


gnificantly, 
the results showed that the 
company is being forced 0 
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reduce its debt level dramatically and in 
turn solve the funding problems of Harlin. 
Elliott's main problem, though, is in extract- 
ing value from the group's poorly perform- 
ing non-brewing businesses. 
© On 2 March, Elders announced some 
progress on its reorganisation. It said it had 
finally put in place the first major plank of 
the restructuring with the sale in London of 
its A$550 million stake in British group 
Scottish and Newcastle Breweries to Lon- 
доп broker Smith New Court, which then 
|. placed it with some 70 institutions. 
= > Те sale of the fully diluted 22.0776 
shareholding, a legacy of Elders ill-fated 
|." takeover bid for Scottish and Newcastle 
. “launched in late 1988, completes a sad 
chapter for Elders and crystallises a loss es- 
timated at more than A$200 million. 
| Elders is expected to announce the re- 
. structuring of the rest of its assets within 
the next few weeks, including the purchase 
. of the British breweries of Grand Metropoli- 
чап. This deal, too, was understood to have 
|. been delayed by the controversy surround- 
. .. ing Elliott and the Harlin deal. 
‘Elders and Grand Met are also expected 
. .to pool their tenanted hotels into a joint- 
. venture company to form one of the largest 
-property groups in Britain, with some 9,000 
. units. To tie up the deal, it is Grand Met is 
|. expected to bid for 25% of Elders through a 
... partial offer to all shareholders. 
^. '' This offer is expected to be pushed 
higher than the effective A$2.57 which Har- 
«. lin bid for Elders last year. The Harlin bid 
. price was A$3 a share, and there has sub- 
` sequently been a one-for-six bonus issue. 
— «However, market observers believe the 
. more immediate problem for Elders is the 
_ disposal of its troubled banking arm, Elders 




















































some months without any success. 
|... The sale of Elders Finance and its A$5 
billion loan book is considered difficult as 
ће group had A$500 million in equity at 
— July last year but has heavy exposure to the 
. property industry which has been hit by 
.. high interest rates. Analysts claim it will be 
` impossible to find a buyer prepared to pay 
- full value for the loan book. 
^ Dissatisfaction increased in early March 
when the local ratings agency Australian 
Rating warned that Elders might be further 
lowngraded from its existing BB status 
ability to pay interest and repay principal 
ly adequate) if the restructuring did not 
proceed. This was because the manage- 
“ment buy-out vehicle, Harlin Holdings, 
would become an “absolute millstone,” it 
-— Meanwhile, Elliott's political party is 
< fighting an uphill battle despite widespread 
`. dissatisfaction with the performance of the 
ruling Labor Party. Elliott is widely ex- 
pected to stand down as president should 
the party lose. He will need the extra time 
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` finance, which has been up for sale for < 


patch up Elders’ бише m 


our out of every five South Koreans 

believe their economy is in a crisis, 

according to a Gallup poll late last 

year. That was good news for the 
government, which spent much of 1989 
warning that the country risked becoming 
another Argentina unless labourers buckl- 
ed down. That most people apparently ac- 
cepted the government's crisis-mongering 
augurs well for this spring’s round of la- 
bour negotiations and economic growth in 
1990. 

Prospects for GNP growth, despite 
gloomy forecasts, are better than in 1989, 
when the economy grew 6.576, the lowest 
since 1981. The number and intensity of 
labour disputes have dropped in recent 
months. Activists are intimidated by gov- 
ernment statements and disheartened by 
increasingly anti-labour public sentiment. 
And the radical Chondaehyop labour or- 





Shrinking surplus 
in economic data, 1989 
- 1988 — 
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ganisation has had a shaky start since its 
founding in January, with the arrest of its 
fugitive chairman on 28 February likely 
hamper it further. 

Govemment economists and most pri- 
vate forecasters are predicting another slow 
year by South Korean standards. The Eco- 
nomic Planning Board estimates that the 
current-account surplus will shrink to US$2 
billion by year-end from US$5.1 billion in 
1989. Nontheless, if all is quiet on the la- 
bour front, GNP could rise a healthy 7.5- 
8.576. 

The government says strikes in 1989 
caused production losses of Won 4.2 trillion 
(US$6.13 billion), 3.1% of GNP. In addition, 
in the first eight months of 1989, monthly 
wages rose an average of 25.276. Labour 
costs rose 11.6% in 1987 and 19.6% in 1988. 
While these increases have helped fuel 





domestic demand, wage restraint and im- 


Crisis Korean style. 






dustrial peace would go a long way to- 
wards helping economic growth this year. 

South Korea should also get help from 
foreign borrowing. Out of the foreign-loan 
market since 1986, the country is expected 
to borrow US$2 billion on international 
markets this year, mostly for domestic pro- 
jects. Another US$1 billion may be raised 
on overseas equity markets. The Ministry 
of Finance has loosened restrictions on is- 
suance of overseas equity-related instru- 
ments and authorised unit trusts to float 
additional credits. 

"There is to be a reflation of the econ- 
omy through foreign borrowing," said a 
foreign banker in Seoul. "This could add up 
to more money in the stockmarket and 
more money in businesses." 

In 1989, exports rose 2.876 on a customs- 
clearance basis to US$62.4 billion, down 
sharply from the blistering annual growth 
of 15-36% recorded during 
the previous three years. Im- 
ports, however, jumped to 
US$61.5 million, narrowing 
the trade surplus considera- 
bly. Some trade groups pre- 
dict the trade account could 
slip into the red this year, 
particularly if strikes cut into 
production. cm 

Carmakers are an impor- 
tant factor in exports. Car ex 
ports fell US$1.25 billion las! 
year to US$24 billion be 
cause of strikes at domestic 
components suppliers and г 
weak US market. Industry 
leader Hyundai Motor stum 
bled because of sagging sale: 
of its new Sonata model in the US anc 
slowness in introducing improvements ir 
its successful Excel line. : 

Electronics and textiles exports, whid 
make up a little more than half of total ex 
ports, did well last year. Electronics export 
were bolstered by strong semiconducto 
sales. But increased output capacity, fallin; 
prices for one-megabit DRAMs and a difficu! 
transition to the four-megabit DRAM та 
make last year's performance difficult to toy 
this year. Also, exports of home appliance 
fell 8% in 1989 and are expected to remai 
weak this year. | 
Total investment rose a brisk 14% las 
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arta phone competition 
nited to five companies 
donesia said competition in a new 
bidding for its 
munications project that is 
d to have a total value of US$2 
ЯШоп will be limited to the five companies 
hort-listed in the original bidding. The five 
ompanies are: AT&T Network Systems 
nternational B. V., a Dutch-based joint 
enture owned by AT&T of the US, STET 
„Р: A. of Italy and N. V. Philips of the 
Jetherlands; NEC and Fujitsu of Japan; L. 
4. Ericsson Pty, an Australian subsidiary 
f the Swedish company; and Alcatel N. 
'. of the Netherlands, a joint venture 
etween Cie. Generale d'Electricite of 
rance and ITT of the US. The government 
nded the politically charged original 
idding in late February after the US 
harged that Japan, Indonesia's largest aid 
onor, foreign investor and creditor, was 
sing its economic aid to swing the bid in 
avour of NEC, which was a finalist along 
jth the AT&T unit. The winner of the new 
Jund is expected to be named in the next 
ix months. 









iuntory bids to take over 
iingapore-based Cerebos 

» Suntory Ltd said on 6 March that it is 
taking a bid to take over Cerebos Ltd, a 
ingapore investment-holding company 
rith extensive interests in food 
anufacturing and distribution, especially 
t Australia and New Zealand. The 
ipanese food-and-beverage giant is 
taking the offer through its Singapore 
absidiary, Suntory Pacific. Ranks Hovis 
IcDougall plc of Britain, the majority 
wner of Cerebos, agreed a day earlier to 
all its 70% holding in the listed company 
» Suntory for about $$577.5 million 
J5$307.7 million). The takeover offer is 
xnditional upon Suntory's acquiring 
ares in Cerebos exceeding 50% of the 
oting rights in the company and approval 
om the Australian investment board. 


IS firms plan to increase 
lalaysian investment by 37% 


-US companies plan to invest US$687 
Шоп in Malaysia this year, a 37% 
icrease from an estimated US$502 million 
ivestment in 1989, according to the US 
mbassy in Kuala Lumpur. US companies 
eld US$5.8 billion of Malaysian assets at 
ie end of 1988, an embassy report said. If 
ivestment targets are met, the size of US 
mpanies' assets in Malaysia will total 
$$7 billion by year-end. The report said 
S companies plan to invest another 
556 7 7 thillion i in wai next year. It 
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said the growth of US investment in 
Malaysia is largely a result of labour 
shortages and higher labour costs in other 
Asian countries, particularly Singapore 
and Taiwan. 


Taiwan opens up trade 

with Soviet Union, Albania 

> Taiwan legalised direct trade with the 
Soviet Union and Albania, the latest in a 
series of trade openings with East 
European countries. Taiwan officials said 
correspondent banking as well as direct 
mail and phone links would be opened 
soon, though direct investment and the 
setting up of branch offices will not be 
allowed. The move, prompted by reforms 
in Taiwan and in Eastern Europe, is 
intended to help Taiwan diversify trade 
and enable industry to obtain cheaper raw 
materials. Taiwan bans direct trade with 
China and North Korea. 


Business indicators 


Court reinstates charges 
against ex-exchange chief 

> A Hongkong appeals court overruled а 
lower court's ruling that dismissed two 
counts against Ronald Li, former chairman 
of the Stock Exchange of Hongkong, of 
accepting allocations of shares in Cathay 
Pacific Airways and Novel Enterprises in 
exchange for aid in listing the shares. The 
setback for Li came after a series of charges 
against him were dropped in recent 
months. In a separate case, Li and six other 
former exchange officials are charged with 
six corruption counts. 


Tokyo exchange allows 

three foreign firms to join 

# The Tokyo Stock Exchange (TSE) granted 
membership to three foreign securities 
companies in addition to the 22 foreign 
companies that are already members. The 
new members who will be able to start 
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dealing in November are: died Capel, 
subsidiary of the Hongkong-based 
Hongkong & Shanghai Banking. Corp. T 
Barclays de Zoete Wedd of Britain and. 
Credit Lyonnais of France. The TSE also 
admitted seven Japanese companies 
Daika, Yamagen, Kimura, Yahata, Maeda 
Marufuku and Kokyo. The new membe 
will bring the TSE’s membership to 124. 






































China plans to bolster 
sluggish economy 


> Peking will adjust interest rates and — 
increase loans to major projects and — 
enterprises in a bid to stimulate China's | 
flagging economy, Premier Li Peng said at 
a State Council meeting on 3 March. ^We 
must put an end to sluggish growth by the 
end of June,” he said. Tight money-supply __ 
and credit controls implemented in 1989 
succeeded in cutting the rate of inflation to 
only 6.4% by year-end. But industrial — 
output growth has fallen sharply. Some 
factories have even suspended P 
because of lagging demand or lack of: 
operating capital. 


Sime Darby’s profits rise 
by 24% in first half 


> Sime Darby's consolidated pre-tax 
earnings in the first half ended 31 
December 1989 increased 24% from a year 
earlier to M$280.7 million (US$103.7 
million). Revenue in the half rose 19% to 
M$2.36 billion. The Malaysian 
conglomerate’s improved performance 
came despite lower palm oil and rubber 
prices that curtailed profitability at its 
plantations. The company said it was 
helped by the upsurge in economic growth 
in Malaysia, where demand is high for 
machinery and transport equipment, 
financial services and new housing. 


US chipmakers seek 
measures against Japan 

>» The US Semiconductor Industry 
Association (SIA) called for tougher 
measures by the US against Japan for ` 
alleged non-compliance with the OS Japan и 
Semiconductor Agreement. US Ж 
semiconductor makers complain that 
Japan has promised a larger portion of the ` 
Japanese chip market to American __ 
companies and а 20% share by 1991. The. 
Japanese Government denies that it mad 
such a promise. US semiconductor maker 
currently hold a 12% share of Japan's chip 
market. The SIA says US semicondutor ~~ 
manufacturers incurred losses of US$900: 
million in 1989 as a result of Japan's esal 
to abide by the four-year-old chip 
agreement, 
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| Economic indicators, selected Asian countries | 
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Save our Seoul 


function of these two factors but the market 
is still expecting an early and sharp rebound 
in warrant prices. Supply could start run- 
ning ahead of demand, however. Despite 
the market fall, the cost of equity in Japan is 


ou've got a government guarantee 
on this market," one prominent 
international fund manager is fond 
: of telling his clients about South 
Korea. But a government guarantee on a 
_ US$135 billion market in a sagging econ- 
оту hardly engenders the same security it 
did when the market was less than one- 
tenth the size and the economy was racing 
along at a 12%-plus growth rate. 
|... You cannot say the government has not 
tried. The Ministry of Finance (MoF) an- 
“nounced its third market-boosting package 
_ in seven months on 2 March. The market 
obediently snapped to attention, only to 
| | slump limply back, as it did last August 
апа December. 
“The men at the МОЕ are smart and they 
| work hard. But even in South Korea, it is 
- difficult to convince individual investors to 
believe both that the economy is going 
down and that stocks should go up. 
| There are some sensible elements in the 
2 March package. The government in- 
| creased the number of authorised énstitu- 
‘tional investors. These investors do not 
| have to pay taxes on dividends, and the re- 
| sult should be about Won 6 trillion (US$8.8 
billion) in new demand. It will also allow 
| three investment trust companies to shuffle 
| some stocks into other accounts, enabling 
. them to buy as much as Won 2.7 trillion 
| more in new stocks. 
| After a flat 1989, the Korea Stock Ex- 
| change composite index has so far fallen 
| 5.6% this year. But it will not turn the 
` corner until the consensus on the economy 
. changes. Monetary policy has eased since 
| November and preliminary February fig- 
-ures show exports are picking up. Govern- 
ment officials are increasingly overheard 
talking about stronger growth in the second 
half. But for public consumption, the gov- 
ernment will keep emitting pessimistic 
noises until the annual spring wage offen- 
sive has been successfully repulsed. 
: m Mark Clifford 



















Brokers assessing damage to the Tokyo 
Stockmarket in the wake of the tidal-wave of 
selling which swept through it in the past 
couple of weeks have found that the picture 
is far from one of complete devastation. The 
tsunami has wreaked havoc in the Japanese 
i warrant market — leaving prices down by 
< over 30% on average since 1 January — but 
the damage to the first section of the Tokyo 
Stock Exchange (TSE) has been selective, and 
more limited. The second section was un- 
scathed. 





| This contrasts with Black «Monday in 1987 E i 


when the Tokyo market fell sharply across 
the board, and then rallied just as sharply. 
This time, many blue chips, especially the 
big electronics exporters, escaped damage 
and are actually 20-25% up over their 
start-of-the-year levels. Tokyo's experience 
suggests that stockmarket crashes are now 
becoming more selective in their impact as 
well as more limited in their geographical 
spread. 

While the Nikkei average of 225 first-sec- 
tion stocks is down by over 14% since the 
start of the year, those stocks which stood to 
benefit from factors underlying the fall have 
actually risen. The falling yen was a major 
factor behind the market fall. But the sliding 
yen also means better export opportunities 
for some Japanese manufacturers. The mar- 
ket has taken this into account this time. It 


Prices down, premium ир 





has also taken note of the fact that cash-rich 
exporters should not be hit by rising interest 
rates — the other factor which has damaged 
sentiment. 

More surprising is that these sophisti- 
cated judgments are being made in many 
cases by smaller investors who have re- 
mained active in the market through the 
crash. 

If damage has been contained in the 
equity market, it has been widespread in 
the warrant market. The main centre for 
warrants is still London, despite partially 
successful official attempts in Japan to bring 
the market "home" to Tokyo. But the client 
base even in London is primarily Japanese. 

There has been a general sell-off and the 
market capitalisation of outstanding war- 
rants has fallen from ¥4.7 trillion (US$32 bil- 
lion) at the end of last year to ¥3.2 trillion 
now. This means that warrant prices have 
fallen by more than twice as much as under- 
lying stocks, though given normal gearing 
ratios between the price of equities and their 
derivatives, warrants have fared relatively 
well. 


SA OTE DAR ECORI AER. 
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The rising premium on warrants is a. 


still attractive relative to debt — so a steady 
stream of new quasi-equity issues can be ex- 
pected. B Anthony Rowley 


Shroff salutes the Kuala Lumpur Stock 
Exchange’s (KLSE) scrip-entangled trading 
system for making it all but impossible for 
panicky investors to dump their shares dur- 
ing February's mini-crash in Tokyo. The 
hapless system, it seems, must be credited 
with averting a market plunge by dint of its 
sheer blundering inefficiency. 

Insiders emerge from the halls of the 
venerable exchange with tales of scrip piled 
high and unattended, of bedraggled clerks 
cheerlessly dispatching bundles of the pre- 
cious documents to the wrong buyers and 
sellers. Much of the scrip — sent awry by the 
vaunted, but overloaded automated clear- 
ing house — is still missing. The Malaysian 
Investors Association. conservatively values: 
the missing scrip at M$30 million (US$11 
million). Others say the total could hit 
several hundred million ringgit if all 
trading snafus- dating. from the 31 De- 
cember split with Singapore are taken into 
account. 

KLSE officials ‘are auditing securities 
house records to trace the scrip’s rightful 
owners — much to chagrin of the brokers. 
Auditors are picking through the wreckage, 
matching mountains of contract notes in a 
hunt for missing serial numbers. `> 

One brokerage had. two scrip-stuffed! 
suitcases deposited on its doorstep by a KLSE 
convinced the certificates belonged to the: 
broker. The baggage was politely returned 
to sender. Adding insult to injury, some 
brokerages, under the gun of the KLSE's new: 
fixed-delivery schedule, knowingly: sent ouf 
the wrong scrip, as cries from clients to com- 
plete the transactions escalated with the 
plunge in Tokyo share prices. 

The exchange is turning the screws: on 
brokers who refuse to to join the scrip hunt 
and has also issued a directive to зон 
firms from poaching one another's staff. 
Henceforth, Tival. brokers may pinch em- 
ployees only if it is acceptable to the othex 
company. The KLSE is also pressing broker 
ages to incorporate software compatible 
with the bourse' 5 computerised trading. 

inate the caravans of com 
puter printouts that now wend their - way 
to the oo tobe processed. NC | 






























“` The Commerzbank report on German business and finance 


West Germany's census: 





looki 


. Despite opposition from 
citizens worried about 
whether their data would be 
treated confidentially, West 
Germany conducted a full- 
scale census in 1987, the first 
of its kind since 1970. For 
almost two decades, the 
country had had to rely for 
information on extrapola- 
tions from the 1970 results. 
However, as these figures 
. became increasingly out- 
dated, the margin for error 
grew and, as the recently 
published findings of the 
latest census show, some of 
the inaccuracies were indeed 
serious. 

In 1987, over 61 million 
people were living in West 
Germany, approximately 
430,000 more than in 1970. 
The number of German 
nationals had fallen by 1.3 
million, while the number of 
-resident aliens had risen by 
1.7 million. All told, 4.1 mil- 
lion non-Germans were liv- 
ing in the Federal Republic in 
the late 1980s, underscoring 
the continuing need to 
integrate foreign residents 
into West German society. 
But in view of the fact that 
non-Germans account for no 
more than 6.8 % of the overall 
- population, fears that the 
^ country may be losing its 
` recognisable national char- 
`: acter are obviously ground- 

less. 

The countrys German 
population is growing older. 
Moreover, its age structure 


~~ has changed substantially 


since the early 1970s. Today, 
only about one person in 
seven is under 15 years of age. 
However, the proportion of 
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people over 65 has increased 
by almost a fifth. These and 
other, more detailed findings 
of the census will now pro- 
vide the statistical imputs for 


No. 3/90 


behind the numbers 


for the Government's em- 
ployment policy and its ef 


forts to lower the jobless 
rate. The findings also show 
that people are entering the 


Age structure of the West German population 
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policy changes —e.g. in the 
area of old-age pensions; if 
action is not taken here soon, 
the viability of the pensions 
system as a whole might well 
be undermined. 

Among other things, the 
census revealed that 26.9 mil- 
lion people are gainfully 
employed in West Germany, 
some 1.1 million more than 
had been estimated. Obvi- 
ously, this important cor- 
rection will have implications 








workforce later, while older 
workers are retiring earlier — 
data that will help the country 
as a whole and also individual 
firms to make better use ofthe 
available manpower. 
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quite unsettling. Fo 
of reasons, p 
mates of the number 
ш proved to be too 








not peri For. anoth 
some small apartments. have 
been combined to form single 
larger units, thereby reducing — 
the supply of flats. And, last. 


but not least, what used to be ` 


residential property has | 
frequently been converted | 
into commercial premises. . 


Thefactthatgovernmentand | 


private forecasters alike did 
not have reliable data to draw 
upon has undoubtedly exa- 
cerbated the present severe 
housing shortage. 

The results of the census 
are so detailed that even local 
governments will find that 
they now have a sound basis 
for planning their infrastruc- 


ture projects and gauging | ! 


demand for their social ser- 
vices. At the same time, the 
results have more clearly de- 
lineated а number of broad 
social and economic trends. 
Ultimately, the latest census 
figures will define the context 
in which last year's influx 
of 720,000 people from 


East Germany and Eastern _ | 
Europe must be seen. In | 
terms of their demographic f 


features and professional | 


background, the immigrants | 


as a group differ somewhat — 
from West Germans. Yet the — 
Federal Republic should be | 
able to deal with continued . 


immigration on its present - | 


scale without any major social 
or economic dislocations. 





German knowhow in global finance 


VIEWPOINT is presented as a regular service to the international 
business and financial community by the Economics Department 
of Commerzbank, РО. Box 100505, D-6000 Frankfurt/Main 1. 
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EER QUEBEC, CANADA 


Well Established Sewing Machines And Supplies Busi- 
| ness For Sale. Approx. $4.0 Million Cndn. Gross Sales. 
I Continuity of Management Assured if Required. 






For More Information Contact: 
Lawrence Kaplan С.А. 
Lawrence Kaplan & Company 
5250 Ferrier, Suite 710 
Montreal, Quebec H4p 1L4 
Phone or Fax (514) 739-2781 


| investment Opportunity 


TOTAL LOAN PACKAGES 


We provide loans as well as guarantees for principal repayment and pay- 
ment of annual interest. 
ш Principal self liquidating — Interest prepaid 
odo -- Minimum US$5 millions — Maximum US$100 millions 
A Three to Four weeks to completion 
ЖШ Uncomplicated procedures — Broker enquiries invited 
SW No advance or pre-payments required. 
<: Enquiries to The Trust Officer. 
Fax: (662) 236.5833 Tel: (662) 235.7598/7599 Tix: Thailand 20583. 
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` KENSINGTON 
APARTMENT 


WITH ALL THE COMFORTS 
OF YOUR OWN HOME 
Apartments to suit all kets. 
Studios to penthouses, Central don, 
close to Harrods, theatres, & museums. 
T.V, maid service, 24hr recep. Short/ 
long lets — Perfect for business or ekure 


SERVICED APARTMENTS 


| ° Superbly appointed Short-Let 
Apartments offering exceptional 
ылу У@йдбу: 

1:9 Fully equipped kitchen, 
"bathroom, colour TV, 7-day Maid 
^ Service, 24-hour Reception! 

-Porterage. 
€ FREE USE of Swimming Pool 
апі Health Club offering a wide 


range of treatments at competi- 
ve prices; Squash and Tennis. 
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comprehensive Shopping Arcade, Classified Advertisements 

3 ee of gardens. Reservations should be 
addressed to: 


Dolphin Sq. London SWI 
01-834 3800. 


TELEX: 913333. FAX: 01-798 8735 
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REVIEW INDEX 


The Review Publishing Company Lim- 
ited is now publishing а quarterly 
index which details by country, subject 


and date everything that has appeared 
in the Review. The index is available 









on a quarterly basis. Subscribe now - 


and each quarterly index will be sent 


to you automatically as soon as it be- - 


comes available. A vital research tool, — 


the Review index will save hours of | 


needless searching for information. 


ORDER YOURS TODAY! Only 


HK$290 (US$37.50) for 4 quarterly is- 
sues. Just complete the coupon below 
and send with your payment. 


The Circulation Department, mE |] 
Review Publishing Company Limited - 


GPO Box 160, Hongkong. au S 
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-rom the publisher of The Wall Street Journal 
and the Far Eastern Economic Review. 


Asia Technology. 

Now on sale at 

your newsstands. 

Its a brand new 
monthly magazine 
designed to bring 
you the latest news 

of the latest techno- 
logy from around the 
world — with a focus 
on Asia. It's essential 
reading if you want to 
know how technology 
will affect your business 
and your lifestyle. 
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s the world getting warmer? Many sci- 
 entists believe it is, but they are ham- 
регеа in making predictions as to just 
how much by a lack of data for their 
computer models of our climate. 

Scientists especially want to know more 
`. about the effect of the polar ice caps. Be- 
Cause sea ice reflects large amounts of sun- 
shine, it has a profound influence on di- 
mate. Satellites can tell us how big the ice 
caps are but not how thick. The only 
sources of that data are Soviet and US sub- 

For 40 years, submarines have been tak- 

ing sonar measurements of the thickness of 
sea ice. Climate modellers have begged the 
navies for the release of the data, but to no 
avail. At the annual conference of the 
American. Association for the Advance- 
ment of Science in New Orleans last 
| month, climate modeller Michael Schle- 
| singer disclosed that US and Soviet scien- 
` tists have been cooperating on research into 
| global warming. Specifically, US resear- 
| chers have been running Soviet tlimate 
models on their supercomputers. 
. But glasnost has its limits. When the 
Americans asked the Soviets whether there 
was any chance of access to Soviet sub- 
marine-sonar readings, their answer, ac- 
cording to Schlesinger, was an immediate 
“nyet.” 

Ironically, even if scientists had addi- 
tional data, they would not under present 
conditions be able to put all of it to good 
use. They complain that they do not have 
sufficient supercomputer resources to run 
their models in full. 

Limited computer time forces modellers 
-~ — of whom there are essentially just four 
. | groups: three in the US and one in Britain 
:[o— to compromise. They are forced to 

| simplify their simulations by leaving things 
-| out, In particular, they exclude the effect on 
.| dimate of ocean currents. This inevitably 
results in a serious degradation in the mod- 
| els accuracy, which in turn exposes them 
.| to criticism by sceptics. 

|, One result of such scepticism occurred 
at an international meeting on climate 
change it in the aueh in | November 1989, 
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RESEARCH AND. 


Hot and bothere 


derstood. "Oceans have enormous heating 
capacity," says Syukuro Manabe, a Japan- 
ese scientist who works at the US National 
Oceanic and Atmospheric Administration's 
laboratory at Princeton. "We have to under- 
stand how they distribute heat down- 
ward." 

Experiments have determined that 
some oceans have special regions where 
convection currents run very deep indeed. 
The heat is absorbed, with the result that 
the surface temperature of the ocean hardly 
increases at all. 

One such region is located in the North 
Atlantic. It works, Manabe says, "like a 
conveyor belt,” carrying hot water down 
and cold water up. Its effect, downstream 
in Western Europe, may be to reduce 





industrial emissions attack the ozone layer. 


warming. Such behaviour has caused 
climatologists to revise downwards their 
earlier estimates of global warning. 

Nonetheless, Schlesinger believes there 
is consensus among scientists “pointing to 
the likelihood of a rise in the global mean 
temperature of betw een 1.5-4.5°C over the 
next half century or so." 

What needs to be done now is to deter- 
mine whether the “gut feelings” of clima- 
tologists such as Manabe and Schlesinger 
about warming are right. This crucial re- 
search will require considerably more in the 


‚ way of computer resources and people 


than allocated to it at present. 


ls Although uncertainties persist regarding 
the exte nt. timing and regional impacts 1 of 
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sions of global gases are increasing. In ad: 
dition to. carbon dioxide, gases include 
methane апа chlorofluorocarbons (CEC) 
Hailed as a triumph of modern science 
when they were developed five decades 
ago, СЕС have found widespread use ir 
such applications as sterilisers in hospitals 
coolants in refrigerators and, most recently 
cleaners of circuit boards. 

Unfortunately, the same stability tha 
makes CFCs so suitable for these applica 
tions is also what causes. problems once 
they res into the upper atmosphere 
There, they deplete the layer of ozone tha 
protects against the sun's ultraviolet rays. 

Depletion has been particularly seven 
over the Antarctic, where scientists esti 
mate about 60% of the ozone layer has beet 
destroyed. Climactic conditions isolate thi 
atmosphere above the South Pole, turning 
it into а sort of beaker in which chemica 
reactions can take place. 

The depleted layer then migrates as i 
unit over Southern Hemisphere countrie 
such as Argentina, Chile, Australia an 
New Zealand, where weather forecasts in 
clude ultraviolet flux warnings. In thi 
Northern Hemisphere, analysis of sud 
data indicates that the mechanism of deple 
tion and distribution there is much mon 
complex. pup. 

The industrialised nations agreed i 
June 1989 in Montreal to reduce CFC emis 
sions by 50% by 2000. But even if emission 
were to stop completely, scientists say i 
would take 70-80 years to clear CFC from th 
atmosphere. Meanwhile, companies world 
wide are racing to find environmentall 
safe substitutes. This is an enormous task 
worldwide CFC production is about 1 mi 
lion US tonnes a year. Especially since sc 
entists are trying to cut the developmer 
process to five to seven years from the 10-2 
years it normally takes. 

But the task is a crucial one. In the US 
three quarters of all food is stored and shir 
ped using CFC-driven refrigeration system: 
Approximately 30% of this total is prc 
duced by chemical company Du Pont. 

At the New Orleans conference, Le 
Manzer, research manager at Du Pont 


central research and development depar 


ment, described progress towards develoy 
ing alternatives. The best candidates ar 
two classes of compounds called hydro 
luorocarbons and hydrochlorofluoroca 
bons. Both decompose in the lower atmi 
sphere. But, Manzer cautioned, neither 
as efficient as CFCs, and both will be three 1 
five times more expensive. 












HOW LONG IS LONG TERM? 


The answer is another question: how 
long do you need us for? Because, unlike 
otherbanks, The Long-Term Credit Bank of 
Japan will follow your business through 
from start to finish, until all your plans are 
successfully realized. 

That's a policy that has helped us 


become one ofthe world'stop 20 wholesale 
banks with over 60 offices around the globe. 
We were originally established in 1952 
to ensure a steady flow of long-term funds 
for industrial growth. 
Now we've expanded to operate in 
Long-Term Corporate Financing, Merchant 


œ) uce 





Banking Services such as Project Finance, 
Mergers and Acquisitions, Leasing, and 
Investment Advisory Services, as well 
as a full range of additiona! Banking 
Services. 

Why not get in touch with LTCB and find 
out what lengths we'll go to for you? 


The Long-Term Credit Bank of Japan, Limited 


Head Office: 2-4, Otemachi 1-chome, Chiyoda-ku, Tokyo 100. Tei: (03) 211-5111 


Telex: J24308 


Branches: Hong Kong (5) 285670 Singapore 535-9633 Subsidiaries: LTCB Asia Limited (5) 285670 
LTCB Australia Limited (02) 251-3544 LTCB Merchant Bank (Singapore) Limited 533-8111 


Р.Т. Bank LTCB Central Asia (021) 578-2562 
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Room 501 at The Seoul 
Plaza Hotel 


When Mr. Hubert is in town, his friends 
know where to contact him 


Things have changed a lot. New buildings, new cars... 
etc. And new hotels have been built too. So why Mr. 
Hubert return time and again to us? 


"It is, you might say, a sense of refinement, something 
abstract... something to do with... the people and the 
place.” 


The Seoul Plaza Hotel is eminently comfortable and 
superbly staffed. Like staying with friends. 


232-Ka, Taspyung-Ao, Chung-Ku, Seoul, 100-102 Korea 
TEL: (02)771-22 TUC K24424 & K26215 
FAX. (02755-8897, 756-3610 CABLE PLAZAHL SEOUL 


PPh eer 


For information and guaranteed eereatione: 


511 


@ SEOUL PLAZA Tokyo Office: Те! (03) 212 2222 GBC ЈАР J Fax (03) 212-2369 Now York Office ай Ton Free 800-447-239 
Fax (201) 947-0767 @ Supranational Hotel fieservations C usseldor! (0211) 35.04.16 London Te 337-8033 ш Prt nce Hotels inc. ЮКу 
Tei. (03) 209-8686 Pars Tei (1) 4579.92 30 Ш Loews Representation International Сай Toll Free 800 223-08BB/Nonrh US А Салаба Call Toi 
Fee 800 522. 5455/New York State @ Delton Reservation Bangkok Te! 2510806 Hong J Ww 5216473 pe € 56412734 
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The warmth of the setting sun. 
Waves lapping on the shore. 
Peace. It's the feeling you get 
every time you fly JAL first class. 
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An experience of ultimate satis- 
faction that is only achieved 
through exquisitely prepared food, 
a comfortable environment and 
fine hospitality. In short, through 
the perfection of service that 
makes a world of difference. 





A WOhtd OF DIFFER ЕВ EE: 








To be successful in business, it sure helps to have 
friends. 

And with 75 international shipping lines now calling 
on us, The Ports of Virginia have a lot of friends. In fact. 
we have more direct sailings than any other mid-Atlantic 
port. And in the overseas shipping game, direct sailings 
are the winning ticket, no matter who you know. 

Our more frequent direct sailings mean your cargo 
not only departs sooner, it also arrives with less handling. 
less damage, and fewer opportunities for pilferage 

But our sailing schedule isn't the only thing that's user- 
friendly. It's also our attitude toward customer service. 
An attitude that's earned us a reputation as the “can-do” 
port, with services that are second to none. 

We've made a direct commitment to provide you with 








WE HAVE MORE OUTGOING FRIENDS 
THAN ANY OTHER PORT IN THE MID-ATLANTIC. 


the most dedicated staff and the finest facilities available 
in the industry. We're backed by unmatched support 
from our state government. And our atmosphere of 
cooperation between management and labor is so 
friendly that we ve even been cited by the International 
Longshoremens Association as a "labor model port.” 

Winning new customers and friends means we can't 
afford to rest on our achievements, however. So we're 
investing more than ever in new services and facilities. 
Like the $10 million Virginia Inland Port, recently 
opened to provide shippers even greater savings in time 
and money. 

When you compare the competition to The Ports of 
Virginia, take a look at who our friends are. Because you 
can tell a lot about a port by the companies they keep. 


‘TA The of Viraini 
i e Ports of Virginia 
| - = | Мете the Natural Mid-Atlantic Load Center. 
^ Virginia Port Authority 600 World Trade Center Norfolk. VA 23510 
(804) 683-8000. Toll free (800) 446-8098 








Detainee Teo still a threat 

Fraser Wood [THE 5TH COLUMN, 15 Feb.] re- 
peated Asiawatch' s criticisms of the Singa- 
pore Government's arrest of Teo Soh Lung 
under the Internal $ а апа its ac- 





TERS column of the REVIEW. 

` The government is ‘not К detaining Teo 
to o force her to “yield to the continual pres- 
sure to stop the legal action.” It is indiffe- 
rent às to whether or not Teo continues 
with her habeas corpus case. Under Singa- 
pore law, detention of a person. on security 
grounds has always been a matter for the 
executive, not the judiciary, to decide. The 
government will only release Teo when it is 
satisfied that she is no longer a security 
threat. 

Lester was not “banned from practising 
pwi in Singapore because, the government 
alleged, he had interfered in Singapore's 
domestic politics,” but because he had 
abused his privileged position as Тео 
lawyer to campaign for her in Britain, in- 
cluding lobbying the Foreign and Com- 
monwealth. Office to take up Teo's case 
with the Singapore Government. 

- Hitherto, when the REVIEW had pub- 
lished inaccurate or unfounded stories on 
Singapore, a spokesman would reply to 
correct the errors. But regardless of these 
replies, the REVIEW continues to publish let- 
ters that repeat earlier inaccuracies or mis- 
statements already disposed of. 

Henceforth, we shall not reply to each 


hostile letter or article in the REVIEW, but 
wil take them into account when the | 


REVIEW seeks a review of the restriction on 
its circulation in Singapore. GOH YEW HONG 
Press Secretary to the 

Minister for Communications 

Singapore and Information 
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Migrants and the Philippines 


————M жү 





May І correct a factual error in Emily Law's | 


article Nationality for sale [15 Mar.]. 


‘The expression “cheap passports” and | 












ulippine citizenship and for that 


birth are granted only after 
as demonstrated his qualifi- 
none of the disqualifications to 
A ong others, this entails re- 
xilir Mes for г at least 10 











atle least US875, 000 ( es or r US$50, 000 


be title of the article imply that Philippine | 
'nship may be obtained in return fora _ 
amount of money. This is not the | 


passport, obtained by means | 





(SRRVs), their spouse and dependent minor 
children may be granted permanent resi- 
dence provided they present police and 
medical clearances. The investment and 
all profits are in the name of the in- 
vestor. The visa is valid as long as the ori- 
ginal investment is retained in the Philip- 


pines. ELIZABETH P. BUENSUCESO 
08 Philippine Consul-General 
Bringing Pol Pot to trial 


Ben Kiernan [THE 5TH COLUMN, 1 Mar.] is to 
be congratulated on his trenchant plea that 
the Pol Pot regime should be held account- 
able for its crimes in the International Court 
of Justice under the terms of the 1948 
UN Genocide Convention. However, while 
there is no doubt that such an action would 
undermine Pol Pot's international support, 
the jurisdictional obstacles in the way of 
such litigation are considerable. 

Australia, were it to initiate such a pro- 
cess, would have retrospectively to recog- 
nise the Pol Pot regime as the legitimate 
government of Cambodia from 1975-78, 
something it refused to do during the 
post-1975 administration of Malcolm 
Fraser. 
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Topics covered: 















» CRISIS AND AUSTERITY 


» THE FUTURE 


Ш China Against the Tide 





Cambodian soil and brought to belat 


CHINA AGAINST 
THE TIDE 


China's gerontocracy is struggling to hold 
back the wave of reform which has flooded 
other erstwhile communist countries. Can 
the uneasy coalition which rules from 
Peking restore its legitimacy or is change 
both inevitable and imminent? 


This EIU Briefing identifies China's potential 
new strongmen and considers how long the 
country's trading partners might have | to 
wait for the reformers’ return. 


» THE LEGACY OF TIANANMEN 

» THE FAILURE OF POLITICAL REFORM 

» THE TURBULENCE BEFORE DENGISM 

» ECONOMIC REFORMS UNDER DENG XIAOPING 


» CAN COMPROMISE WORK? 
Report No. 2025. Published February 1990. 
Price including postage: £95 UK & Europe; 


US$190 North America; £100 Rest of World. 


Please contact: Celia Shepherd, Marketing Department, The Economist inelienge U Unit ue us ae 
E 40 Оше Stet; London WIA 1DW. Tel: 44-1 493 6711; Fax: 44-1 499 9767 — 



























gime were койшо i in Cambe ос y adia a 
Cambodian citizens, Pol Pot тё 
henchmen should be tried in a Car 
court. e 
Now that Pol Pot and oth 
Rouge leaders have returned to. 
to direct the guerila war, the time 1 
come when they can be apprehendec 








tice before a Cambodian Nuremberg. The 
international community could assist this 
process by dosing off their bolt holes in 
Thailand and moving to deprive them of 
their last vestige of legitimacy — their UN 
seat. S. 
Oxford (Dr) PETER CA à 
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Japan's new trading system dela: 
With reference to the otherwise 
article about Japan's over-the-cot 
ket [1 Mar.], it should be noted 
Japan Securities Dealers Assc 
nounced, on 23 February, a five ay 
in the new trading system. Apparen y, 
JASDAQ system will not be ready until som 
time in 1996. Sg 


New York JASON L. MYERS 


The Economist | 
Intelligence Unit 
A division of Business Intemational 4C 










ae securities houses, which now ead the 
` financial centres in Hongkong, Singapore, 
Kuala Lumpur, Bangkok, Manila and 
. Jakarta as a single market. As finance 
- correspondent Jonathan Friedland 
- explains; a small collection of what were 
local brokers have become regional 
`` players, offering a range of services 
t: approaching the quality of their bigger 
_ foreign rivals. The result is the 
с development of a. two-tier market — опе 
ог institutional clients and the other 
_ for individual punters. REVIEW 
. correspondents Rigoberto Tiglao, Paul 
.. Handley, Adam Schwarz and Anthony 
. Rowley describe some of the local brokers 
D to watch. 52 r illustration by Peter Mong. 


Mongolia: Reform 
^... The ruling party responds to 

*. demonstrations led by a fledgling i 
.. Opposition movement by announcing it 
с wll ge up its monopaly on power 10 
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Polishing the Brass 


Maj.-Gen. Rodolfo Biazon, currently 
deputy chief of staff of the Armed Forces 
of the Philippines (AFP) is expected to be 
. promoted to vice-chief of staff on 1 April. 
Philippine Constabulary (PC) Capital 
Command chief Brig.-Gen. Alexander 
Aguirre, who will shortly succeed 
Maj.-Gen. Ramon Montano as PC- 
Integrated National Police commander. 
Brig.-Gen. Lisandro Abadia will take over 
from Biazon as AFP deputy chief of staff. 
Isabela-based 5th Division commander 
Brig.-Gen Manuel Dizon replaces 
Brig.-Gen. Guillermo Flores at the 
. Southem Command. Elsewhere, either 
- e -Gen. Art то Enrile or PC Brig.-Gen. 








he recent communist =- plenum | 


reiterates its leftist political line. m 


* Philippines : Law : 
The government tests legal manoeuvres 


aimed at widening the charges and 
penalties associated with rebellion. and 
violent dissent 12 


Australia : General Election . | 


polls in the run-up to the general election, | 
but second-preference votes will be 
crucial in the ultimate tally 12. 


Papua New Guinea : Security - 

The government tries a new tack: and. 
withdraws security forces from 
Bougainville 13 


Afghanistan : Coup 

Factional lines blur following a failed 
army coup against Afghan President 
Najibullah supported by a fundamentalist 
guerilla group 19 


Asia-Pacific : Education 

А major conference sponsored by UN 
agencies and the World Bank highlights 
the importance of primary education in 
economic development 20 


Taiwan : Elections 
A renegade KMT faction withdraws its 
challenge for the presidency 20 


Japan: Socialists 
The country’s socialist opposition, which 


Cesar Nazareno will replace retiring 
Northern Command commander 
Brig.-Gen. Orlando Antonio; 8th Division 
commander Brig.-Gen. Frederico Ruiz is 
to take over from Brig.-Gen. Alejandro 
Galido as Southem Luzon commander; 
PC Brig.-Gen. Romeo Zulueta replaces 
Visayas Command chief Brig.-Gen. 
Renato Palma, and Marine Brig.-Gen. 
Braulio Balbas will likely relieve Brig.-Gen. 
Napoleon Angeles at Western Command. 


Prime Suspect 

Bankers in Jakarta report that efforts by 
Bank Indonesia (BI), the country's central 
bank, to lower interest rates have largely 
failed. On 1 February Indonesia's seven 
state banks, which together dominate the 
banking sector, announced they would 
lower prime lending rates from 19% to 
16% and cut deposit rates by one 
percentage point. Most bankers believe BI 
orchestrated the move, even though BI 


The ruling Labor Party leads the opinion | 





К Meanwhile, Indonesi а and жыша 
renew military links. 26 






Antarctic : World Park 
New Zealand proposes а a moratorium on 
exploitation. 27 


Foreign Relations : Annis 


The opposition National Party ends | any 


prospect of New Zealand rejoining, me 
Anzus defence. treaty 27 


US: Diplomacy | 

US Congressman Stephen Solarz endeats 
himself to Asians by using his 
subcommittee on Asian and Pacific affairs 
to influence American ру affecting t the: 


region 28. 


Arts and Society 





Malaysia : Tourism. : | 2 
Long considered the tourist backwater of 
Asia, the country is stepping out for. : 
visitors this year in what has been ^ 
designated Visit Malaysia Year. So fart th o. 
locals often do not know what to. make of : 
the strangers in their midst 31 : 





denied having such a role. Private banks 
have not followed suit in lowering rates 
and the state banks are now having 
problems maintaining their deposit base. 


Trainer Spotting 

Despite economic constraints forcing 
India to rein in defence spending, the 
decision on the choice of a new advanced 
jet trainer can no longer be postponed. 
India's existing jet trainers — British-built 
Hawker Hunters and Soviet MiC21s — 
are obsolescent and nearing the end of 
their airframe life. Up to 80 aircraft, 
costing as much as U5$750 million, are . 
now being sought. The prime contenders 
are currently considered to be 
Czechoslovakia's Aero L39 Albatros, 
Italy's Aermacchi MB339A, Britain's BAe 
Hawk and the Franco-German Dassault- 
Breguet/Dornier Alpha Jet. Whichever 
aircraft is selected will come within the 
purview of a new national security 

















Where to put your money 


М е flagship of the Concepcion 
_ family, opts for head-on competition with 
: me | dud San n Мыш сор. 47_ 

: Planned i increases in баните 

: spending | prove deceptive 48 
Brunei: nies 

А British Government report links the - 
-Sultan of Brunei to the Al-Fayed brothers’ 
= кы of Harrods 50 

| Peking Бенін supplies to state firms 
_in return for profit and tax payments 51 


- Southeast Asia : Industry 
Stockbroking and investment banking 











flourish on the back of an unprecedented 





boom in the region's capital markets 52 
Locals make good 582.  — 
Bankers stag party 56 


Japan: Currencies | 
| 1909 5 reluctance to raise interest rates 


council planned by Prime Minister V. P. 
Singh. The council will assume 
responsibility for vetting foreign arms 
‘procurement and rationalising state- 
owned ordnance factories. 


Interesting Times 
. China's reluctance to — 
only criticise recent 
ves towards Р 
cal liberalisation — 
e Soviet Union 



















ticularly true of Czechoslovakia, 
ere President Vaclav Havel played 
iost to the Dalai Lama, Tibet's exiled 
er, in feinen and, more recently, 





A Hongkong & Shanghai Banking Corp. : 
decision not to disclose hidden reserves 
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Stockbrocking in Asia (52). 


spreads alarm throughout the world’s 
financial markets 63 


Malaysia : : Companies 

Two rights issues by MBf group 
companies signal the long-awaited 
turnaround in the performance of Loy 


Hean Hong's financial and realestate 


empire 64 


Malaysia : Property 

‘Concern mounts that Malaysia. may x 
` damp down on foreign investment in real 
estate in an effort to dampen property 


speculation 64 
Hongkong : Banking | 


ерисе and puzzles investors 65 . 


praised the Peking student movement in 
a meeting with exiled democratic 
movement leaders Liu Binyan and Shen 
Tong. Peking only held back from 
downgrading diplomatic relations with 
Prague because it believed a Taiwanese 
Chamber of Commerce delegation then 
visiting Czechoslovakia had promised 
substantial aid in return for steps towards 
establishing formal diplomatic relations 
between the two countries. China is also 
concerned the Soviet state airline Aeroflot 
may extend its service to Taipei. Premier 
Li Peng, due to make an official visit to 
Moscow in April, is pressing Soviet 
leaders not take any further steps 
towards establishing formal relations 
with Tarwan. 


Pause for Thought 

Mystery shrouds the reason why several 
usually reliable human-rights sources in 

Jakarta and overseas were led to believe 
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Travellers Tales зо 


that six men convicted of involvement in. 
the attempted communist coup of 
September 1965 were to be executed on 11. 
March. The rumours proved groundless, — _ 
but as they followed the execution of four 
similarly convicted former palace guards 
less than a month ago — an act that 
prompted diplomatic protests from the 
EC countries and a Dutch threat to 
suspend aid payments — few believed `` 
the government would be so brazen, The 
latest reports that another round of E 
executions were imminent prompted 
Britain, West Germany and the EC to 
make further diplomatic representations. 
These were rejected in Jakarta, where — 
officials said the executions are a matter. of. 
national sovereignty. It is unclear wheth 
the protests halted the executions, but it is 
known that neither the Justice Ministry © 
nor the Attorney-General’s O Office were . 
willing to sign the neccessary 
authorisations for the six to be shot. 








ongolia, which nearly : seven 

decades ago was the first coun- 

try to follow the Soviet Union 
А. into socialism, is on course now 
f to become the first Asian communist nation 
_ to introduce the political reforms which 
. have swept Eastern Europe. Presiding 
-< Over a Mongolian People's Revolutionary 
^. -Party (MPRP) plenum, General Secretary 
-< Jambyn Batmonh on 12 March proposed an 
^. end to the ruling party's monopoly on 
«^c power, immediate resignation of the five- 
. member politburo and an extraordinary 
рану congress оп 10 April to elect new 
. leaders. 
` The proposals — expected to be passed 

by a majority of the central committee de- 

spite resistance from some party el- 
ders — were the leadership's re- 
sponse to a series of demonstrations e 
led by the proliferating unofficial po- 
litical organisations known as "infor- 
mal" groups. Culminating i in a brief 
hunger strike in Ulan Bator's main 
square, which ended on 9 March, 
the demonstrations have articulated 
public dissatisfaction with the stal- 
Шир of reforms mimicking peres- 
-troika in the Soviet Union. 
The Soviets have played a 
. dominating role in Mongolia and 
_ strong nationalistic feelings — 
. expressed primarily in the form 
|. 0f anti-Soviet sentiment — per- 
(vade much of the opposition move- 
ment. However, the Soviets re- 
cently have largely opted. out of 
Mongolian politics, though they 
remain an important economic fac- 































: ighb b r,Ch ina, have ae in recent 
5 г x : And though fellow Mongols in 
hinese Inner Mongolia will be watching 
ith interest the latest political develop- 
ents, they are outnumbered by Han 
ainese in their own region and China is 
latively isolated from the populated Mon- 
olian heartland. Any local democracy 
1ovement would have to be part of an all- 
na development. _ 
The: enum was extended for a 


ird day, with | an ve to ie proposal 
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whose careers were closely associated with 
Yamjaagiyn Tsedenbal, ousted in 1984. 
Tsdenbals 30-odd years of leadership are 
now criticised as the main cause of the 
country's economic problems. However, 
there are no prominent figures that can eas- 
ily be identified as leaders of internal party 
opposition to reforms, nor is there a clique 
of elderly anti-reform leaders comparable to 
those in China, an Ulan Bator-based dip- 
lomat said. 

Despite the demonstrations, the likely 
end to 69 years of communist rule has been 
a relatively peaceful process in Mongolia, 
with a population of just 2 million. While 
the origins of the informal organisations lie 
in the largely clandestine activities of small 
groups of students and intellectuals in Ulan 
Bator, first mentioned officially a year ago, 
it cannot be discounted that some of these 





groups were set up with the blessing, if not 
the support, of the Mongolian authorities. 

Mongolia had no dissidents as such. 
Many students and intellectuals are from 
the families of Mongolia's party and gov- 
ernment elite. Moreover, it has been in the 
interest of that elite to focus attention — as 
the informal groups tended to do — on the 
errors and "crimes" of the past era of stag- 
nation, as much as on the country's current 
troubles. Acting as a lightning conductor 


for popular discontent, the informals might 


have been expected to allow the leader- 


ship room to manoeuvre, with don E lar fr 





opposition forces at least constrained if 
not actually under control. However, the 
snowballing of demands seems to have 
forced the Mongolian authorities onto the 
defensive. 

Beginning last December, a series of 
public rallies held by the Mongolian Demo- 
cratic Union (MDU) and the wide foreign 
media coverage they received, marked а 
new stage in the demand for reforms. 
Tougher calls for the removal of politburo 
figures tainted by their association with 
Tsedenbal — now living in Moscow — 
were linked with wider aims, including an 
end to one-party rule and parliamentary re- 
forms. 

The MPRr's latest moves can be seen as 
an attempt to co-opt and control the demo- 
cracy movement, aimed at promoting 
younger party leaders as part of the re- 
newal process and enhancing the 
careers of younger party members 
and party bureaucrats, many of 
whom also are active in the opposi- 
tion. The four main opposition 
groups have a strong pull for young 
professionals, party and govern- 
ment functionaries: 
> The MDU is led by a coordinating 
council whose chief spokesman is 
Sanjaasurengivn Dzoring, a 27-year- 
old lecturer and post-graduate stu- 
dent at the Mongolian State Univer- 
sity in Ulan Bator. The union claims 
a membership of 60,000. The MDU- 
laid the basis for a multi-party 
system in Mongolia when at its 
first congress last month it formed 
the Mongolian Democratic Party, 
which wishes to. contest the next 
elections to the national assembly, 
or People's Great Hural. One of 
the opposition's demands is for 
assembly elections i in the early part 
of this year. 
> The Social Democratic Movement, first 
mentioned in January 1990, has a member- 
ship drawn ma from the scientific intel- | 
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| last month but ela yett to hid: a founding. 

















and national consensus to 
a restructuring, a 
shared with the MPRP. 

hê Party for National 
gress; the political wing 
“New Progressive 
, was founded 
month by the Club of 
1g Economists апа 
Students of Ulan Bator 
Polytechnic. The рапуз 
leader. Damdinsurengiyn 
Batsuh is also a member of 
the MPRP. A party spokes- 
man, Suh-Erdene, deputy 
chairman of the Mongolian State Bank, told 
the REVIEW that opposition leaders were 
'treating the resignation proposal as a vic- 
tory. "I am very optimistic about what is 
happening at the plenum.” 

“The Mongolian Union of Students be- 
came radicalised last year and now offers 
an alternative for young people to the offi- 
cial Mongolian Revolutionary Youth 
League. Mongolia has a university-level 
student population of around 21,000. It was 
the union which successfully petitioned re- 
cently for the removal of the Stalin statue 
from the centre of Ulan Bator. 


ommon criticism of the current 
leadership claims widespread 
nepotism among party and gov- 
| emment leaders, but since Mon- 
golians do not have inherited surnames, 
family ties are hard to prove. However, it is 
generally accepted that the leaders place 
their children in foreign universities, espe- 
cially the Soviet Foreign Ministry's dip- 
lomatic training school, and later seek posts 
for them in Mongolian embassies abroad. 
Critics also allege that a disproportionate 
number of the leaders are of the Derbet 
Mongol minority from western Mongolia, 
rather than the predominant Halh majority, 
comprising 75% of the population. Of the 
five full members of the politburo, three are 
from Uvs province in northwestern Mon- 
golia, from which Tsedenbal also came. 

А зард ue of the pom central 
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Tsedenbal: 'villain.' 


their state posts until the 
next session of the national 
assembly, due on 21 March, 
which was expected to ask 
them to continue in office 
until next month's party 
congress. 

Analysts said that it ap- 
peared unlikely the reform 
forces in Mongolia would 
produce violence. “There is 
a considerable public sym- 
pathy for introducing a 
multi-party system but 
nothing like a wave of sup- 
port for the opposition 
sweeping the country,” said 
an Ulan Bator-based diplomat. The sec- 
urity forces have pledged not to use force 
against demonstrators, though some of 
the demonstrations have been illegal. 
No peace-keeping role is seen for the 
army, which is being halved to 12,000 
men. 

One opposition demand is to accelerate 
the pace of Soviet troop withdrawals. 
Under a bilateral timetable agreed early this 
month, the last combat troops will be re- 
moved by the end of 1991 and military 
equipment removed by 1992. 


WTR NWOBON 


CHINA 


In an effort to bolster its sagging popu- 
larity, the Chinese Communist Party 
has stressed the need for closer ties with 
the people. The sixth plenum of the 
party's central committee held on 9-12 
March, however, reiterated its own con- 
stitutional supremacy and commitment 
to economic reforms. The plenum's 
communique instructed cadres at all 
levels to "frequently go down to grass- 
roots units," and to "agitate and or- 
ganise the masses." 

This highlighting of the Maoist mass 
political line had also been done at the 
previous plenum last November, but 
has taken on a more urgent note since 
the dramatic developments in Eastern 
Europe and the Soviet Union, which the 
recent plenum is believed to have dis- 
cussed. All the same, the plenum con- 
cluded that "despite a changeable world 
situation and temporary domestic dif- 
ficulties, China will surely establish itself 
in an unassailable position provided no 
time [is] lost in attending to domestic af- 
fairs." 

Although maintaining the tough po- 
litical line since the party's swing left- 
wards last June, the communique con- 
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Mass line lives again 





















The Soviet Union. E" 


perts, totalling some 50, 000, pe there 
insufficient skilled Mongolians an 
ing all the Soviets at once would serk 
affect an already troubled economy. £ 
involvement in Mongolia's economi 
lopment is planned {о dedine а 
European and Japanese involvemen 
pected to grow. 

However, in the immediate term, | 
golia owes КЫ 8.5 billion (US$14.1 ЫШ 
to the Soviet Union — a debt which opp 
sition leaders are demanding. should be 
cancelled because they say it was con- 
tracted on unequal terms. Talks on again 
rescheduling this debt come up next year 
and if agreement is not reached, Mongolia 5. 
debt-service ratio could make a staggering 
jump from the existing 3% to some 80%, a 
Mongolian State Bank spokesman said. 

"The real problems this country faces 
are primarily economic and cannot be о 
ved just by changing the government,” an. 
East European diplomat said. ^T oday here 
is euphoria but what happens in six 
months when, despite glasnost: and per У 
troika, the fundamental economic рк | 
have not been solved?" 
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tained less of the ideological rhetoric 
now standard in party pronounce- | 
ments. The communique also stressed · | 
the need to "overcome the negative and | 
corruptive practices within the party," = 
which it noted was an important source 
of popular disaffection. x 
Indicating that limited political re- 
forms were still on the agenda, the com- 
munique noted the need to perfect "à 

democratic and scientific process of po- 
licymaking and implementation” as | 

well as a system of internal supervision 
and supervision from outside the- 
party. This probably refers to plans to - 
give more voice, though no power, to - 
the country's tame independent political - 
parties, trade unions and non-party 
members. Later this month, at the Na- 
tional Peoples Congress (NPC) — 
China's parliament — а non-communist. _ 
may be made a vice-premier. 
Despite earlier speculation that the 
plenum would fill some of the vacant 
politburo seats with younger leaders — 
prior to some of them assuming state 
positions at the NPC — surprisingly: no 
personnel changes were announced. 
= Tai Ming n 



































































by Margot Cohen in Manila 


s the political smoke clears following 

| the arrest, detention and provisional 
„АА release of Sen. Juan Ponce Enrile, the 

d 'hilippine Supreme Court continues to 
-ponder a fundamental question raised by 
-his case: what penalty should rebels pay for 
causing death or injury to innocent civi- 
` hans? 
27 The court's resolution of this question 
may not fulfil President Corazon Aquino’s 
primary objective of putting Enrile back 
“behind bars, but it could significantly 
strengthen her arsenal against the regime's 
opponents in the future. 
2 е issue turns on the charge of “rebel- 
Боп апа murder. and multiple frustrated 
murder" — and has stirred widespread de- 
bate and confusion in this highly legalistic 
society. Enrile, arrested on 27 February and 
released on 6 March while the justices de- 
iberate on his habeas corpus petition, has 
denied any involvement in the failed De- 
 cember coup attempt. ° 
_. State prosecutors evidently crafted the 
charge with the express purpose of putting 
Enrile behind bars and in the hope of se- 
. vering. his alleged contacts with military 
rebels. 
_ The prosecutors opted to "complex" the 
< charges — local shorthand for a legal man- 
oeuvre that amalgamates a series of charges 
in order to increase the potential penalty — 
_as rebellion alone is a bailable offence. Mur- 
der may be punished with life imprison- 
ment, but rebellion carries a maximum pen- 
-alty of only 12 years. 
_ The charge was not unprecedented. 
Former president Ferdinand Marcos 
created "rebellion complex" charges by 
presidential decree to keep his own 
enemies at bay — а legal device deemed 
` repressive by some members of Aquino's 
cabinet and subsequently repealed, The 
senator's lawyers lost no time in impressing 
his irony on the court, but in advancing 
their main argument — that the “rebellion 
complex” does not exist under Philippine 
law — they relied primarily on a 1956 Su- 
тете Court ruling that the charge of rebel- 
ion absorbs all common crimes, including 
murder. 
. However, Solicitor-General Francisco 
Chavez argued that it was time the court 
modified. its. 1956 ruling to distinguish be- 
n killings “in furtherance” of rebellion, 
aning murders of policemen, members 
f the armed forces and other agents of the 
tete, 3 and Tis "on the occasion" of re- 














Government seeks new legal powers to punish rebels 





bellion — meaning civilians caught in the 
crossfire. 

The former category of murder may still 
be absorbed by the rebellion charge and 
punished with 12 years’ imprisonment, but 
the latter should stand apart from rebellion 
and carry a life sentence, Chavez argued. 
He underscored the perversity of allowing 
a crime with a lesser penalty (rebellion) to 
absorb one with a greater penalty (murder), 
bolstering his argument with the Penal 
Code provision on “complex” crimes. The 
provision calls for the 
maximum penalty when a 
single act constitutes two or 
more felonies. In the Enrile 
case, the state alleged the 
senator's involvement in the 
conspiracy to overthrow the 
Aquino government led to 
the bombing of the govern- 
ment television station, 
which left one civilian dead 
and others severely wound- 
ed. 

Under present law, the 
state is perfectly capable of 
charging communist or mili- 
tary rebels with murder 
alone. But that would re- 





Enrile: ‘complex’ charges. 





"rebe mplex," the state would 
have to show. a much lighter burden of 
proof — participation іп a conspiracy to 
topple the колен that resulted in civi- 
lian casualties. - ME. 

It remains. unclear whether such a rul- 
ing would lead to Enrile’s reconfinement 
pending the completio t of his trial. At 
the Supreme Court hearing, several jus- 
tices suggested it might be unfair to 
apply the decision retroactively when the 
1956 ruling has long been the rule of 
thumb. 

However, a шй in favour of the 
state's position could have a broader 
practical application, some legal analysts 
suggest. For example, if communist gueril- 
las ambushed a police outpost and civilians 
were accidentally killed, all the attack- 

,, ers could be held responsi- 
* ble for those deaths, even 
if only one fired a gun. At 
-the other end of the spec- 
trum, a soldier who sided 
with the Reform the Armed 
Forces Movement during a 
coup that led to the death 
of civilian bystanders could 
still. be held | accountable 
' even if he were far from the 
| Of course, їп а country. 
noted for the chasm be- 
tween. crime and punish- 
ment, there is no guarantee 
that such a ruling would F 
enforced. 











AUSTRALIA 


Hawke just maintains lead over Peacock 


Feathers flying 


Y ‘though opinion polls through to the 


closing stages of campaigning for 
Australia’s 24 March general election 
show Prime Minister Bob Hawke’s Austra- 
lian Labor Party (ALP) just keeping ahead of 
Andrew Peacock's Liberal-National coali- 
tion, the Labor government is looking tired. 
Hawke appeared wan in a television de- 
bate against Peacock and badly misjudged 
a personal attack on business leader and 
Liberal notable John Elliott, who is suing 
the prime minister. Industrial Relations 


Minister John Button had to go off to hospi- 


tal when his back gave in on the campaign 
trail. ALP strategists are keeping unpopular 
Treasurer Paul Keating out of sight. The 
Liberal а of a tired old team which 








can only offer: “enone of the. same” has a 
great deal of ассигасу. 
Despite all this, polls. are consistently 


"Sei that Australian E Hawke and 













hem n gui eco- 
| g stumbled on how 
nd election promises. - 

Y eir leadership problem 
and that Australians are looking for reasons 
to vote against the ALP, Liberal strategists 


have turned their campaign towards the 


promotion. of other senior Liberal politi- 
cans, such as shadow treasurer John 
Hewson and industrial relations spokes- 

in Fred Chaney. Both Chaney and Hew- : 
son are seen as possible Liberal leaders 
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an in Honiara 


Y he Papua New ; Guinea (PNG) Gov- 
ernment of Prime Minister Rabbie 
744. Namaliu has abandoned an attempt 
at a military solution to the secessionist 
crisis on Bougainville island. In an abrupt 
change of approach, it has withdrawn all its 
troops and police to allow negotiations on a 
political. solution. For the time being, the 
rebel - Bougainville Revolutionary Army 
(BRA) is in control of the island. 

_A two-week ceasefire; punctuated only 
by minor incidents attributed to “raskol” 
elements, paved the way for the with- 
drawal of both the 500 or so Papua New 
Guinea Defence Force (PNGDF) soldiers and 
members of the nationally-run police and 
the opening of talks. The government 

negotiating team is headed by Foreign Min- 
sieter Michael Somare; who was the coun- 
try’s first prime minister on independence 
from Australia in 1975, and by Justice 
Minister Bernard Narakobi. 

They will have a tough job, as the BRA's 
| military commander, Sam Kauona, has in- 
dicated his strong preference for secession. 
“We have heard from the people to the 
south and to the north and everyone wants 
secession,” said Kauona, a former lieuten- 


ant in the PNGDF. ". . . We believe we 
have the human resources and the natural 
resources necessary to look after our- 
selves." 

Kauona was speaking at Panguna, site 
of the massive Bougainville Copper Ltd 
mine, whose operations from the Austra- 
lian colonial period have stirred separatist 
feelings among the islanders and which has 
been idle since last May. Only after inde- 
pendence could the mine be re-opened, 
Kauona said, claiming that other com- 
panies had expressed in- . 
terest in operating it under 
Bougainvillean control. 

Namaliu had not been 
keen on a military approach, 
and decided to return to ne- 
gotiations after mounting 
casualties on the govern- 
ment side from sporadic BRA 
attacks, and local and inter- 
national concern about kill- 
ings and abuses among the 
civilian population by PNGDF 
soldiers. 

Kauona responded to a 
call to put weapons under 
safe-keeping, in return for 
food and medical supplies 


| and agreement atin 
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Namaliu: negotiations. 










































should oversee the ceasefi 
government security forces be with. 
His BRA has taken over law and ord 
in Bougainville, from manning roadk 
to guarding the doors at the largest : i 
market in the main town of А: 
Namaliu allowed a state of emerge 
cree covering Bougainville to lapse « 
March. Eleven observers — from the 
monwealth Secretariat in London а 
Swedish, Canadian and Dutch em 
in Canberra — have begun to take 
duties. | 

BRA "supreme commander" Кап 
Опа wil not emerge from his jungle 
hide-out until the negotiations are wel 
under way, Kauona said, but had al 
ready drawn up plans for a post-inder 
dence government. Ona, who д 
worked as a surveyor at the Pangun: 
copper mine, is from one 
of the land-owning fam 
ies most affected by t 
mine. v 
Despite the tough talk _ 
it still seems possible the BRA. 
will agree to a referendum t 
determine the form of МА 
government. The о 
could be close to oi 
posed by Port Moresby | 
ing the negotiations for t 
ceasefire. “We don't want a 
dictatorship at the point of a. 
gun,” said Kauona. “We 
want a government based 
on traditional ways апа. 
values." a 
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should Peacock fail to win this time around. 

- The АШ line-up is expected to change, 
too, whether Hawke wins or loses. Never 
popular within his own party and regarded 
privately by party leaders as having run his 
time as a vote-getter, Hawke will most 


likely be replaced by Keating — quickly if 


he loses the election and about a year or so 
into his next three-year term if he wins. 
Even so, the Liberals have failed to 

capitalise on their slogan that “a vote for 
Hawke i is a vote for Keating.” 









| th sides are appealing to families, 
iggling under crippling interest 
-and slipping purchasing 
e] Peacock has promised the average 
ly a 2096 tax cut and to abolish Austra- 
pir guine tax, the focus of bitter 





n erous as. those of the Liberals. It would 
; | gains tax and increase a 


would stay centred around the “Accord” 
between the government and trade unions 
under which wage increases are levelled 
out and contained. 

Both major parties argue that their gen- 
eral economic policies will bring down in- 
terest rates — despite the international 
trend of rising interest rates and only tenta- 
tive signs of an improvement in the coun- 
try’s massive current-account deficit. 

If Peacock has had trouble explaining 
funding, the third force with potentially a 
crucial role is not even trying. Under the 
preferential system of voting, the second 
preference of voters for the Australian 
Democrats, a splinter group that tips the 
balance in parliament’s upper house, could 
be decisive. Four weeks before election 
day, some 12% of Australians said they 
would vote Democrat; two weeks into the 
campaign this figure had gone up to 
around 16%. 

Democrat leader Janine Haines wants a 
return to regulating the financial system, re- 
duced foreign ownership, turnover taxes 
on foreign exchange, wealth and inheri- 
tance taxes and increased aged and welfare 
pensions — the "Eva Peron prescription," 





says acerbic Finance Minister Peter Walsh. 

The party’s recommended preferences 
have gone to the ALP in recent federal elec- 
tions and the party is relying on that ѕеер- 
age on 24 March to put it back in govem- 
ment. It is a risk, however. Already West 
em Australia’s Democrats have -broker 
ranks and urged their voters to give prefer 
ences to the Liberals. 

The ALP must rely on getting the 

"green" vote through the Democrats, too 
The leading environmental group, the Aus 
tralian Conservation Foundation, has 
vised its lobby not to vote for the ALP 
did in 1983, but to vote for Democrats oi 
green independents and reserving or 
preferences for the ALP. 

One boost to ALP hopes, is that the. 
parent poor standing of the coalition pa 
ner, the National Party, in its former 8! ong 
hold of Queensland will yield re: 
against the general malaise. Added t 
polling in Victoria, where the ALP thou 
would do very poorly in the wake of 
ALP state government's economic misn 
agement, indicates a strong seepage of 
preferences from Democrats in vital margi 
nal seats. 






BRIEFING — 


Chinese party chief 

visits North Korea 

. China's communist party chief Jiang 
Zemin began a three-day "goodwill visit" 
to North Korea on 14 March, his first 
overseas trip since China's pro-democracy 
movement was crushed last summer. 
While a senior Chinese leader routinely 
pays an annual visit to Pyongyang, Jiang’s 
arrival comes just two days after South 
Korea's Foreign Minister Choi Но Joong 

_ . paid a brief visit to Peking on his way to 
_.. Pakistan. Choi was reported to have 

. continued his journey in the same aircraft 
^. as Deng Pufang, son of China's senior 
leader Deng Xiaoping. North Korea's 

_ President Kim Il Sung is said to be 

. concerned over South Korean overtures to 
. Peking, which observers believe is likely to 
|. have been intensified by reports that he 
|. intends to hand over formal power to his 
воп Kim Jong Il in April. 














Envovs seek dominant 
UN role in Cambodia 
» The third meeting by representatives of 
the five permanent UN Security Council 
members on Cambodia ended in Paris on 
13 March with a call for the country’s 
warring factions to delegate national 
“sovereignty to а UN transitional body. 
Western diplomats said the meeting, while 
described as “difficult,” had seen a slight 
narrowing in the positions adopted by 
_ China and the Soviet Union, with Peking 
| . not insisting that the Vietnamese-backed 
. Phnom Penh government be completely 
. dismantled before any UN-supported 
. . accord could begin. However, the Chinese 
. «side failed to persuade the other delegates 
. from the US, Soviet Union, France and 
Britain that all potential voters settled 
. in Cambodia since December 1978 — 
when Vietnamese forces overthrew the 
Khmer Rouge regime — should be 
disenfranchised. It was failure to agree on 
this point that partially led to the collapse 
of last August’s Paris meeting, which 
cluded Cambodia's various factions. The 
urth meeting was tentatively scheduled 
Бе held in New York during May. 


















1 hai army chief to visit 
Vietnam as links grow 

# Warming relations between Thailand 
and Vietnam will receive a further boost 
when Thai army. commander Gen. 
Chaovalit Yongchaiyut visits Hanoi at the 
end of March. He will be the first Thai 
ilitary officer to visit the Vietnamese 


ietnam in 1975. Chaovalit,. who has said 
e will retire from the military after 27 


ipital since the communist takeover of all 


March, left Bangkok with a large delegation 
to visit neighbouring Burma on 13 March, 
saying he would discuss border-incursion 
problems involving Burmese troops. He 
had earlier said he would visit Laos this 
month, but the trip was expected to be 
cancelled because Vientiane would be 
hosting Thailand's Princess Maha Chakri 
Sirindhorn — the first visit by Thai royalty 
in recent memory. 


Janata-led coalition takes 
power in India's Bihar state 
»> India's Bihar state finally got a new 
government when Lallu Prasad Yadav 
of the Janata Dal party was sworn in as 
state chief minister on 10 March. Yadav 
leads a coalition composed of smaller 
parties, but relies on outside support from 
two communist parties and the Hindu 
revivalist Bharatiya Janata Party for 
survival. 

















Bush, Takeshita meet on 
US-Japan trade tension 
> US President ] 
George Bush and 
former Japanese 
prime minister 
Noboru Takeshita 
concluded at a 
meeting in 
Washington on 12 
March that 
“extraordinary 
efforts” are needed to 
ease bilateral trade tensions. Takeshita is 
more influential in Japan than Prime 
Minister Toshiki Kaifu, whom Bush met in 
California in early March. Bush emphasised 
to Takeshita the US need for increased 
access to Japanese markets and the threat 
that protectionist pressures in the US 
Congress pose to US-Japan trade relations. 
A White House spokesman said Bush hoped: 
Takeshita would help relay that message to 





Takeshita. 


aw; the Japanese Government and people. 





South Korea's Roh faces 
popularity test in poll 

> The 3 April parliamentary by-election in 
the southern city of Taegu is turning into a 
crucial test of popularity for President Roh 
Tae Woo. The ruling Democratic Liberal 
Party is fielding Moon Hi Kap, a powerful 
presidential secretary for economic affairs, 
against retired general Chung Ho Yong, 
who is running as an independent 
candidate after resigning from the ruling 
party in December to take responsibility for 
the 1980 bloodshed in Kwangju. Chung is 
trying to make a political comeback against 
Roh's wishes, arguing that he wants to 
vindicate the honour of his constituents 
who reject the opposition claim that he 
should be held solely responsible for 

the bloody suppression of civil unrest in 
Kwangju. 


' [Indian parliament debates 


past and present scandals 

> Coinciding with the completion of Prime 
Minister V. P. Singh's first hundred days in 
office, India's parliament convened on 12 
March to begin debates on past and 
present scandals, and to hear Finance 
Minister Madhu Dandavate's budget 
address, scheduled for delivery on 19 
March. Singh's government is continuing.. 
to investigate corrupt defence-procurement 
deals of the govemment of former prime 
minister Rajiv Gandhi, including contracts 
for West German submarines and Swedish 
artillery. 


Parliamentarians urge Burma 
to free political prisoners 


> A total of 29 parliamentarians from the 
US, Australia апа Asia have sent an open. 
telex to Burma's military ruler, Gen. Saw 
Maung, calling on him to lift all restrictions - 
on Aung San Suu Kyi and other opposition - 
leaders now held under house arrest and 
to release all political prisoners. The telex 
was sent on 13 March, designated by the 
Burmese opposition as Human Rights 
Day. Among the 29 signatories are Sen. 
Claiborne Pell, chairman of the US Senate's 
foreign relations committee; Sen. Daniel 
Moynihan and US Rep. Stephen Solarz; 
Malaysian MPs Lim Kit Siang and Karpal 
Singh; Satsuki Eda, leader of Japan's 
United Social Democrat Party; South 
Korean opposition leader Kim Dae Jung; 
Australian Sen. Chris Schacht and Sen. 
Jean Jenkins and paene d кош {һе 
Philippines and India. . .- | | 
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For every hour’s flying time, 
Lufthansa puts in 
22 technician hours. 


McCANN-ERICKSON 


та 


Running an airline is a job 
which, for the most part, takes 
place behind the scenes. At 
Lufthansa, for example, we 
invest 22 technician hours in 
maintenance for every hour of 
flying time. 

That's considerably more 
than demanded by the statu- 
tory manufacturers’ require- 
ments. Our servicing and 
repair work is carried out to 





the highest standards of qua- 
lity, which, in turn, are subject 
to checks by independent, 
government technicians. This 
attention to detail also ex- 
tends to the quality of per- 
sonal service you Can expect. 
On the ground and in the air. 
State-of-the-art technology, 
perfect organization, per- 
sonal commitment: that’s our 
promise. 


Сә Lufthansa 


NOW HO CHI MIN 
ASIA’S TO 
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THE SAIGON 
FLOATING HOTEL 
0а SS 

— S 


HER e oda RDS Е GIT.Y 


FROM THE PARKROYAL COLLECTION 


QUAYSIDE AT HERO SQUARE 


EITY HAS 
HOTELS. 


With the facilities 
& luxury business travellers 
are accustomed to throughout 
Asia, the deluxe Saigon 
Floating Hotel is quayside 
at Hero Square, right in 
the heart 
of the city. 
The city's 
new business 


and social 





centre, the 
hotel is surely destined to 
become one of Asia's top 
hotels. 

It offers 200 fully 
appointed deluxe air condi- 
tioned rooms, which even 
include satellite TV and hotel 
purified drinking water. 

There is B 
the most 
comprehensive 
Business & 


Meeting Centre 





of any hotel in the city, 
operating 15 hours every day 
with secretarial services, 
interpreters, international 
telephone, fax & telex and 
use of personal computers. 
Meetings for up to 200 
people can be staged, with 

a full range of audio visual 
equipment. 

Guest facilities include 
two inter- 
national 
standard 
restaurants 
. The 
Oriental Court and The 
Verandah... the Down Under 
discotheque, two bars, 24-hour 
room service, saunas & gym. 
And from early 
1990, a swimming 
pool & tennis court. 

As the staff 


are graduates of our 





ONE OF 





own hotel training school, 
the level of service is assured. 
They are directed by General 
Manager Patrick Imbardelli 
of Southern. Pacific Hotel 
Corporation, the South 
Pacific's leading hotel 
group which operates 
over 40 hotels in 
Australia, New Zealand, 
the South Pacific, 
Malaysia and Thailand. 
Reservations may be 
made direct with the hotel, 
your airline, 
Delton 
Reservations 
in Asia, or 


through your 





travel agent. 


THE SAIGON FLOATING HOTEL: QUAYSIDE AT HERO SQUARE. 1A ME LINH SQUARE, HO CHI MINH CITY, VIETNAM. 
TEL: 84.890783 FAX: 84.890784 TELEX: VT812614 HOTL. MAIL: PO. BOX 752, HO CHI MINH CITY. 





The Parkroyal Collection features fine hotels... In Australia: Sydney (3) * Manly * Parramatta * 


Melbourne * Adelaide 


- Canberra * Perth * Brisbane * Gold Coast * Cairns. In New Zealand: Auckland * Christchurch + Wellington * Queenstown. 


In the South Pacific: Tahiti * 


Moorea. Malaysia: Kuala Lumpur * 


Penang (opens 1990). Vietnam: Ho Chi Minh City. 





_ IT TAKES AN OCEAN TO DEMONSTRATE 

C THE DIFFERENCE BETWEEN THE ВАЕ 

...800 AND THE NEW ВАЕ 1000. 

|. WITH ITS UNPRECEDENT. ~ 
_ ED MIDSIZE RANGE OF 4150 


`. CROSS THE ATLANTIC. THE 800 EASILY 
< CROSSES CONTINENTS WITH ITS OWN 
| IMPRESSIVE RANGE OF 3.450 STATUTE 
MILES. 

THIS DIFFERENCE ASIDE, THESE 
TWO REMARKABLE AIRCRAFT HAVE A 
STRIKING, BASIC SIMILARITY. BOTH ARE 


TH SAME. UNPARALLELED 


_ STATUTE MILES, THE 1000 CAN EASILY © 



















EXPERIENCE, THE SAME RIGOROUS 


DESIGN STANDARDS THAT BRITISH 






AEROSPACE IS FAMOUS FOR. 

; THE 1000 HAS A CABIN NEARLY 
THREE FEET LONGER. Амр 
NEW PRATT & WHITNEY 305 TUR- 
BOFAN ENGINES THAT ARE THE MOST 
POWERFUL IN THEIR CLASS AND SIGNIFI- 
CANTLY MORE FUEL EFFICIENT THAN 
THE COMPETITION. 

THE 800 IS THE ESTABLISHED MAR- 
KET LEADER IN THE MID-SIZE CATEGORY. 
ITS RELIABILITY 1S LEGENDARY, WITH A 
REMARKABLY LOW MAINTENANCE 


HOURS TO FLIGHT HOURS RATIO. PRO- 
DUCTION IS SET TO CONTINUE WELL INTO 
THE 1990'S. 

BOTH AIRCRAFT HAVE CABINS FIVE 
FEET NINE INCHES IN HEIGHT, HEAD- 
ROOM FOUND IN NO OTHER MODERN MID- 
SIZE CORPORATE JETS. BOTH OFFER 
CABIN INTERIOR ARRANGEMENTS TO 
CUSTOMER CHOICE. AND BOTH REPRE- 
SENT CONSIDERABLE IMPROVEMENT FOR 
THOSE WEIGHING THE BENE- 
FITS OF UPGRADING FROM 
à SMALLER AIRCRAFT. 
THE 800 IS 







AVAILABLE RIGHT NOW. 
1000 DELIVERIES, STARTING 

N THE SPRING OF 1991, ARE AT 
LEAST THREE YEARS AHEAD OF THE 
COMPETITION. 

FOR MORE INFORMATION ON THE 
BAE 1000 OR THE BAE 800, WRITE: COR- 
PORATE AIRCRAFT SALES, BRITISH 
AEROSPACE (COMMERCIAL AIRCRAFT) 
LIMITED, HATFIELD, HERTFORDSHIRE, 
ALio TL ENGLAND, TELEPHONE 
(0707) 262345. IN THE USA: KENNETHC. 
SPINNEY, VP MARKETING-CORPORATE, 
BRITISH AEROSPACE. Inc.. P.O. Box - 
17414, WASHINGTON-DULLES INTERNA- 
TIONAL AIRPORT, WASHINGTON, D. c. "d 


20041. OR CALL 703-478-9420. 
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AFGHANISTAN _ 


Factional lines blur following the attempted coup 


Confused loyalties 


By Salamat Ali in Islamabad 


espite its failure, the 4 March coup 
D against President Najibullah is the 


most important development in Af- 
ghanistan since the Soviet military with- 
r let ye The coup has split 
the Afghan armed forces and threatens to 
widen the rift between the Khalq and Par- 
cham factions in both the army and the rul- 
ing People’s Democratic Party of Afghanis- 
tan (PDPA). 

Staged at a time when the superpowers’ 
Afghanistan policy is in a state of flux, the 
coup is likely to prove more than just 
another link in the long chain of bloody 
events in Afghanistan. Indeed, a key factor 
emerging in its aftermath is that the lines 
dividing alignments of the rivals are getting 
blurred. 

This was evident in the strong support 
given to the coup leader, then defence 
minister Gen. Shahnawaz Tanai, a hard 
core communist and a Khalqi, by the most 
fundamentalist of the Muslim 
groups, Gulbuddin Hekmatyar's Hizbe Is- 
lami. Hekmatyar earlier had split from the 

highly factionalised Pakistan-based Afghan 

Interim Government. The other Afghan 

mujahideen factions so far have not re- 

to Hekmatyar's call for them to 

join him and Tanai's rebel forces to try and 
topple Najibullah. 

Rumours of trouble in Kabul's army sur- 
faced in April 1989 with the arrests of sev- 
eral officers. Then, last December a 
number of officers were arrested for plot- 
ting against the regime. Najibullah, under 
pressure from Tanai, eventually released 
some of the detained officers. The trial of 
the remaining detainees opened in Kabul 
on 3 March — a day before the coup at- 
tempt — with evidence implicating Tanai 
and other et ee g after- 

took off from Bagram airbase 
and bombed and rocketed the presidential 
contó s Sut lide television sta- 


D Nul wes urit and artillery 
units loyal to him retaliated and pounded 


bases were shelled and attacked from the 
air on 5 March. The Soviets also began rush- 
ing military supplies to Najibullah once 
fighting around Kabul airport had died 
down. Najibullah's initial but crucial success 
was in knocking out Tanai's ability to com- 
municate with his troops. 

Within 24 hours of launching his coup, 
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Tanai and at least seven other Afghan gen- 
erals arrived in Pakistan. According to wit- 
nesses, an Mil7 helicopter landed at Jam- 
rud in Pakistan, some 10 km west of 
Peshawar. Those aboard included Tanai 
and his family, the commander of the Af- 
ghan army’s 22nd Division, Gen. Azizur 
Rehman, 40th Division commander, Gen. 
Gulab, and the commander of the Shin- 
dand airbase, Gen. Ghulam Rasul. The 
same day an Antonov transport landed 
further south at Parachinar, about 12 km 
inside Pakistani territory. Those on 
board included four generals — Abdul 
Qadir, Khwaja Mohammad Shafiq, Amir 





Guarding the battered Defence Ministry. 


Hamza and Ghulam Hazrat — and an un- 
known number of junior officers and other 
ranks. 

While Najibullah accused the coup 
leader of cowardice in abandoning his men, 
it has been established that following talks 
with guerilla leaders, Tanai subsequently 
returned to , leaving his family 
behind in Pakistan. However, though the 
Afghan erals landing at Parachinar 
claimed that they had done so only because 
ee 

trolled territory, it was not 
iss whether they too had returned to Af- 
ghanistan. 

Kabul has accused Pakistan military in- 
telligence of helping to plot the coup, a 

which Islamabad has denied. 
Najibullah claims that the key conspirator 
was Hekmatyar, who conspired with Tanai 
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— despite the latter being a communist 
hardliner who had strongly opposed 


Najibullah’s own quest for conciliation with 


the Muslim guerillas. 


Najibullah said that others involved _ 


in the coup included Syed Mohammed 


Gulabzoi, a former minister who was re- E 


cently eased out as ambassador in 


Moscow, and former deputy prime minister · 


and current ambassador to M 
Asadullah Sarwari, who as head of the Af- 


ghan secret service was better known asthe _ 
butcher of Kabul for the execution of - 
around 34,000 prisoners. The current © 


whereabouts of these two is unknown. 


Also named was former minister Pacha Gul 
Wafadar, who had defected some time ago — 


to Hekmatyar's 


Najibullah also sacked seven members 1 
of the 18-strong politburo and two from the 
central committee. All those sacked or im- _ 


plicated in the coup belong to the party's 


Khalq faction, whose rivalry with the Par- _ 


cham faction in the PDPA 
communist takeover in Kabul in 1979. The 


goes back to the 


sackings made Parcham even more domin- D: 
ant but any open confrontation between _ 
the two factions would spell disaster for the _ 


PDPA. Thus, Najibullah has courted top — 


like Aslam Watanjar, whom Һе 
moved from the Home Ministry to the De- 


fence Ministry. But it remains to be seen if 


Watanjar will be able to placate the Khalgis 
in the armed forces 


Nijibullah claims that he has proved his _ 
strength by overcoming the attempt to top- _ 


ple his regime. His argument is that his re- 
gime is far more credible than the various 
opposition groupings, which include the all 
but dead interim government in exile. 


Najibullah claims that his regime must be _ 


central to any national reconciliation and 
has indicated his willingness to step down 
as a part of a settlement, but not as a pre- 
condition for talks. 

The mujahideen have insisted that they 
will not accept the Kabul communists in 
any interim arrangement for holding elec- 
tions in Afghanistan. And while the 
mujahideen government has issued in- 
structions to its parties in 


Afghanistan to — 
exploit the Afghan army's Khalg-Parcham _ 


fights, it has told them not to take sides. 
The i 


ability of the Kabul to hold the PDPA 

, and the chances of a 
mujahideen ranks if the Hekmatyar-Tanai 
combination begins making some head- 
way. For if arch fundamentalist Hekmatyar 
can align with arch communist Tanai, some 


less fundamentalist sections of the mujahi- 


deen might find no reason to spurn contact 
with the Parcham faction, or at least declare 


open support for a 
the wings. Thus, if Hekmatyar and Tanai 
succeed in pressure on Kabul, 


increasing 
the prospects of a political settlement could 
recede further and prolong the civil war. Ш 


le factors now are the а 
split in the — 


headed by - 
former king Zahir Shah who is waiting in 
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Г her next century is en heraided as 
ап era in which the Asia-Pacific re- 
gion will come into its own as a 
global economic focus, based on its current 
impressive growth rates and potential. 
Now, regional policymakers are being re- 
. minded that such a dream will be realised 
пої just by encouraging entrepreneurs and 
. developing natural resources, but by pro- 
_ viding adequate basic education to under- 
„ріп and sustain economic and human-re- 
* source growth. 

. The nearly 3 billion population of the 26 
.. countries in the region, as classified by the 
_ UN, includes 987 million children aged 14 
. and below — 365 million of them of pri- 
. mary-school age. But there are still 54 mil- 
*. lion children deprived of primary educa- 
|. tion, most of them girls and mostly living in 
‘South Asia and Pacific islands. The overall 
literacy rate still leaves a lot to be desired. 

-The need to provide basic education for 

| all the world's children was hammered 

2 home at an unusual world educatior? con- 
. ference held in the Thai resort of Jomtien 
_ from 5-9 March. For the first time, 1,500 
"government and non-government dele- 
. gates from 159 countries gathered to dis- 
cuss a theme of "education for all," under 
' sponsorship of four international agen- 
: the World Bank, UN Children's Fund 
(Unicef), Unesco, and the United Nations 

Development Programme. 

Ву education for all, the conference — 
_ attended by four heads of state and numer- 
ous senior officials from around the world, 
meant universal, effective primary educa- 
tion by the year 2000 and the stamping out 
illiteracy. This, it was estimated, would 
it as much as US$50 billion over the next 
ecade, and all four sponsoring agencies 
innounced that they would double their al- 
ocations for basic education during the 












































. While the conference was called mainly 
o set developing countries worldwide on 
the path to achieving greater literacy, num- 
racy and problem-solving skills among 
ir populations, it had a special message 
those Asian countries with ambitions of 
oining the ranks of the newly indus- 
lised countries (NICS). 

Although the region, as a whole, posted 
impressive economic growth rates over the 
ast decade, an average of 6.5% from 1981- 
86 and 7-8% in 1987-88, the success stories 
f the region's NiCs combined with steady 
pou in other. Depos industrialised 


( onfe ference stresses ев pivotal vile i primary y schools | 


to basics 


countries weighted the figures. And the ex- 
perience in these countries drives a regional 
lesson home that stressing basic education 
as well as spending on higher learning de- 
livers good value for money. 

As a recent World Bank report illus- 
trates, Hongkong, Japan, South Korea and 
Singapore, which have shown dramatic 
economic growth over the past 25 years, 
achieved 100% primary-school enrolment 
from as early as 1965. And a recent Unesco 
report pointed out that while in Japan, Aus- 
tralia and New Zealand 5-7% of GNP, or 10- 


Asia-Pacific literacy rate 
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countries in ds region 
of GNP on education o NN 

South Korea is something of. 
model — showing how: educati 
velopment pays economic dividends — 
spending 23-28% of its total government. 
budget on education. As World Bank presi- 
dent Barber Conable, who attended the. 
Jomtien conference, told the REVIEW: 
"[South] Korea has more students studying 
engineering than Britain.” 

The Unesco report. on the region said: 
"It is evident that there exists in the develop- 
ing countries in the region serious gaps be- 
tween the enormous needs for the ad- 
vancement of education and the resources 
available to undertake such an advance- 
ment." It pointed out that the ADB, which 
provides US$1 billion in annual funds for 
education projects, is shifting its emphasis 
from vocational training to primary and 
secondary education. And the World Bank, 
which is doing likewise, believed that in- 
vestment in primary education had a rela- 
tively higher rate of return than investment 
at other levels. 

Finance for basic education was a cor- 
nerstone of the Jomtien conference. Con- 
able was applauded by delegates when he 
announced that the World Bank would 
double its funds for education from a cur- 
rent annual lending. rate of less than 
US$800 million (44% of it to Asia) to US$1.5 
billion annually. But for the World Bank, by 
far the largest single source of international 





TAIWAN 


Renegade KMT group abandons challenge 


Leader in limbo 


By Lincoln Kayei in Taipei 


Imost as s abruptly as it flared up, the 








leadership crisis within Taiwan's rul- 
ing Kuomintang (KMT) appears — 
superficially — to have blown over. Re- 
negade presidential candidate Lin Yang- 
kang, а native-born populist, and vice-pres- 
idential nominee Chiang Wei-kuo, half 
brother of Taiwan's last dynastic leader, 
have bowed out of the 21 March elections. 
That leaves a clear field for the party's 
official nominee, incumbent president and 
KMT chairman Lee Teng-hui and his chosen 
running mate. But while Lee was so re- 
lieved that he reportedly broke an eight- 
year abstention from alcohol to toast na- 
tional assembly leaders, he still could not 


shed the air of self-righteous aloofness that Е ` n 
has alienated him from KMT power-brokers d 
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will lon atre upon Taiwan's premiership and 


and touched off the crisis. He held: a prayer 
meeting of Christian national assemblymen 
and thundered perdition for such norbe: 
lievers” as his political opponents. | 
Not that the anti-Lee politicians mean to 
slip quey into с n. “The battles are 




















just beginnir a leading young con- | 
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lished their main point, = 
tial law president “сап: no longer unilater- | > 
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ial posts, he predicts, as the coun- 
oves towards a cabinet, rat | her thana 



















funds for education, this will still constitute 
only 7% of its combined lending to various 
sectors. 


he US$1.5 billion figure is more than 

the annual budgets of each of the 

three UN agencies co-sponsoring 
the Jomtien conference. So when Unicef 
executive director James Grant announced 
that his agency would double its support 
for basic education to a level of US$100 mil- 
lion a year by the mid-1990s it sounded a 
comparatively paltry sum, but nevertheless 
constituted 15% of Unicef's total program- 
me support. Grant said the figure would be 
doubled again by the year 2000. 

But as some delegates, particularly 
from non-government organisations, com- 
plained, lending more money to develop- 
ing countries for education would only in- 
crease the staggering external debt prob- 


ruling party chairmanship can be transfer- 
red from the president to the premier, it 
would ultimately provide healthier checks 
and balances. 

The renegade presidential standard 
bearer would be a likely candidate for this 
enhanced premiership. But Lin, a native- 
born Taiwanese like Lee Teng-hui, has suf- 
fered a steep decline in his popularity as a 
result of his alliance with conservative 
mainlanders in the intra- 
KMT fracas. Nor will the anti- 
Lee coalition have an easy 
time maintaining solidarity 
after the presidential elec- 
tion. The “herd instinct of 
these old KMT elephants is 
basically pretty weak,” 
maverick opposition раг- 
liamentarian Ju Kao-cheng 
points out. 

Meanwhile, the presi- 
dential row also has in- 
flamed Taiwan nationalist 
sentiment. Many among the 
locally born majority of the 
population see the renegade 
candidacy as a last-ditch 
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Conable; South Korean primary students: regional model for education spending. 


lems of many Third World countries. 
Philippine delegates at the meeting, for in- 
stance, said their government was already 
devoting 45% of the national budget to ser- 
vicing the country's massive USS28 billion 
external debt. 

As Unesco director-general Federico 
Mayor cautioned, a formula had to be 


World Bank education loans 
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atin America Middle East 
and the Caribbean (14%) 


sui fte Africa (33%) 


stand by the KMT’s mainlanders to retain 
their disproportionate access to politi- 
cal power. Independence slogans were 
scrawled on the walls of parliament house 
the night of a mysterious fire there that 
launched an island-wide series of apparent 
arson attacks. But the slogans, at least, 
might have been the work of mainland 
infiltrators, judging from the simpli- 
fied characters used. 

A more overt mainland 

* intrusion came when the 
local press recounted а 
meeting between ап un- 
named Taiwan academic 
and Chinese President Yang 
Shangkun. The Peking 
leader reportedly asked 
three times why Chiang 
Wei-kuo could not be 
elected president. 

Both sides of the presi- 
dential tussle paid at least 
lip-service to the idea of 
reunification of Taiwan and 
China. The renegades’ 
manifesto promised to set 
up a working group to regu- 
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international funds for education did 
not drag countries further into seri- 
ous debt. 

Conable, in his earlier speech, 
suggested that to relieve the impact 
on their budgets of more spending 
on education, they should shift re- 
sources from such items as defence 
and subsidising public enterprises. 


produced high rates of return in 
terms of boosting individual earn- 
ings, savings, investment and gen- 
eral social well-being. 

One central theme of the confer- 
ence was concern about the lack of 
education for girls, mainly because 
of individual countries’ cultural, religious 
and other pressures. It was estimated that 
of the 100 million school-age children in de- 
veloping countries not at school (24 million 
in the Asia-Pacific region), 60% were girls. 

The high drop-out rate in primary 
schools was a major concern of the confer- 
ence, as well as the need to improve teach- 


ing skills, curricula, learning materials and _ 


environment so that -school 
children actually benefited from their class- 
es. For instance, in East Asia about 30% of 
pupils attain 4th grade primary education 
— considered a bare minimum to achieve 
literacy — while the figure for South Asia is 
55-66%. The Unesco report, describing the 
drop-out rate as a “massive wastage in edu- 
cation," estimated that there would be 11.4 
million primary school drop-outs in India 
this year, with 3.7 million in China and 1.4 
million in Indonesia. * 





late China-Taiwan relations and formulate 
concrete reunification plans. Lee also an- 
nounced that he expected an opportunity 
to "return" to China within the course of 
his six-year presidential term. 

The point of this reunification talk is not 
just to appease the dreams of the elderly 
national assemblymen who hold the presi- 
dential swing vote. A revamp of Taiwan's 
relations with Peking could prove crucial to 
breaking the ethnic impasse at the root of 
the current political crisis. Taiwan's main- 
landers fear a strong, island-born president 
and overly rapid political reforms. In a fully 
representative Taiwan polity, mainlander 
perks would vanish — unless the island's 
identity could be recast in the context of 
some sort of greater China. 

By giving up its "Three No's" policy to- 
wards Peking (no contact, no communica- 
tions, no negotiation), the KMT can appease 
powerful Taiwanese business interests who 
press for unfettered access to mainland 
markets and investments. And, in a greater 
China, Taiwan's mainlanders could play à 
vital intermediary role. Only then might 
they be ready to accept a more representa- 
tive polity for the island itself. = 
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è worked out to ensure that increased 


Investment in education, he said, 
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oviet policy towards the Korean 
peninsula reached a turning point 
at the end of the 1980s, with Presi- 
dent Mikhail Gorbachov’s “new 
political thinking” showing the way out of 
many deadlocks in Soviet Asian policy — 
including the total non-recognition of South 
Korea's existence. 
At the same time, the Soviet Union's 
n economic reforms and deepening eco- 
mic crisis have seen Moscow change its 
pproach to socialist countries, with em- 
phasis increasingly placed on developing 
commercially based relations in preference 
to costly and invariably inefficient aid pro- 
grammes. 
. For almost half a century, Soviet publi- 
tions оп economic cooperation with the 
amocratic People's Republic of Korea 
orth Korea) tended to avoid objective 
analysis of growing difficulties and ineffi- 
ciency. 
|. Soviet economic aid to Pyongyang is 
comparatively modest, representing only 
o of total Soviet aid to less- 
veloped socialist countries. 
N orth Korean debt to the 
Soviet Union, which Pyong- - 
yang has started to service, 
га tenth of Mongolia's or 
Vietnam's and a fifteenth of 
iba's. Nevertheless, North 
rea's- total foreign debt 
rden exceeds US$5 billion, 
up to 3.5 times annual ex- 
rts, according to Western 








rea's unbalanced growth, 
y extension its separa- 
'om the outside world. In addition, it 
hing to match the needs of the Soviet 
“Korean economies, for example, 
g an орон sector to in 





Maturing of 
. relations 
should 
include the 
use of South 


By Marina Trigubenko and Georgi Toloraya 


Pyongyang's dependence on the Soviet 
Union as a market for its exports climbed 
from 30% in the 1960s to 50% in the 1980s, 
it leaned increasingly on the Soviet Union 
to solve the problems of its stagnating econ- 


omy. Currently, Moscow is still underwrit- 


ing the biggest North Korean projects, in- 
cluding nuclear and coal power plants, 
mine expansion, oil exploration and metal 
refineries. 

All this means increasing dependence 
on Soviet economic assistance, particularly 
as aid donors in Eastern Europe and China 
reduce their contributions as domestic 
priorities reduce their ability, and willing- 
ness to offer support. Further, it should be 
recalled these agreements were concluded 
some years ago and contradict Moscow’s 
new economic policy, which calls for cuts in 
capital construction and the channelling 
of investment into agriculture, consumer 
goods production and related infrastruc- 
ture. 

Various initiatives have been introduced 
in recent years to improve the 
efficiency of Soviet-support- 
ed projects in North Korea. 
Light industrial factories 
closed due to a lack of raw 
materials were reactivated to 
produce consumer goods for 
the Soviet Union, using 
Soviet raw materials on a 
buy-back basis. Such exports 
have grown rapidly, with 
textiles earning up to Rbl 200 
million (US$326.7 million) in 
1989, or more than 25% of 


Іреа North Korea realise Korean North Korean exports to the 
e Juche (self-reliance) con- wn Soviet Union. 
cept of capital-intensive in- Capital and With an acute shortage of 
dustrialisation —agoalnow | — clothing in the Soviet Union, 
argely — abandoned else- technology the not overly stylish or high- 
where. Soviet aid helped quality goods from North | 
create a complex of heavy in- for Korea do fill a gap. But with- 
ies that account for 30- " out some commercial interest 
of North Korea's steel production for Soviet enterprises, and 
` 60-70% of power without the possibility of 
je tion and 50% of oilre- Of consumer buying Western machines to 
ing. Soviet aid, therefore, modernise North Korean 
the foundation of North goods factories, this path — 


as with any other opened 


by centralised directives 
— will not lead very far. 

Joint ventures are another new develop- 
ment in Soviet-North Korean economic re- 
lations. Mainly on a small scale, these have 
been formed in both the Soviet Far East and 
European regions. The Hyuchony-Gorky 
joint venture, for example, is producing 
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US$101 million), and © 


milling cutters, and other machine E 
manufacturing ventures proposed for 
Novosibirsk, Khabarovsk, and Vladivos- - 
tok. Ships are being built in North Korean _ 
yards from Soviet plans and using Soviet - 
technology and parts, while railway freight . 
rolling stock — for which there is a virtually - 
insatiable demand in the Soviet Union — is - 
being made in Wonsan. North Korean par- 
ticipation is also wanted in developing 
the joint enterprise zone at Nakhodka, 
where US, South Korean and Hongkong 
businesses are already planning pro- 
jects. | 
There should be little problem over 

South Korea's involvement in the Soviet 
Far East economy. The mutual economic. 
attraction between the Soviet Union and 
the strongest of the East Asian "dragons" 
was evident even in the 1970s. In the pre- 
perestroika era this mutual interest could 
only be satisfied. indirectly, though trade 
had nevertheless reached US$200 million 
by 1987. A crucial change came in 1988, fol- 
lowing Gorbachov's Krasnoyarsk speech 
and Soviet participation in the Seoul Olym- 

pics, which opened the road to direct con- 
tacts between the two countries. This 
culminated їл agreement in. December 
1988 for both countries to open representa- 
tive offices in each other's capitals, and was... 
the first formal exchange between the 
Soviet Union and South Korea. 





his process was further deepened 

by the visit of Hyundai group 

founder Chung Ju Yung to the 

Soviet Union, a "Koreaweek" іп. 
Moscow in July 1989 and other exhibitions | 
— including Consumexpo-90, where South 
Korean commodities were first presented to 
the Soviet public. By January-October 1989, 
bilateral trade grew by 56% (Soviet exports ~ 
US$331 million, South Korean exports | 
soul's. preliminary 
estimates for the whole of 1989 put bilateral |. 
trade at over US$600 milli 








lion. South Korean - 
anies buy mainly Soviet coal, marine _ 
products, timber and pulp i 
textiles, footwear, eec róni 








Some joint. ventures have taken off dur- 


ing the first year of direct cooperation, with 


Jindo now running a chain of fur stores in 
the Soviet Union and Hyundai is in the 
of setting up timber and coal ехітас- 
jects. South Koreans are fishing in 








the. Soviet economic zone, and the two . 
` countries’ ships routinely call їп а at each 4 
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Soviet trade official р 
ping line is being considered, and air links 
were agreed in February 1990. 

But the basis of Soviet-South Korean 
economic cooperation is still very narrow. 
A possible loss of mutual interest and stag- 
nation of mutual ties cannot be excluded, as 
has happened in Soviet-Japanese relations. 
The sticking point is Seoul's straightfor- 
ward desire to link economic contacts to 
the prospect of setting up inter-state dip- 
lomatic relations, without considering trad- 
itional Soviet obligations towards North 
Korea. 

Limits on economic relations imposed in 
1989 by Seoul can be linked to the absence 
of diplomatic recognition. These include 
the of travel permits, the limitation 
of investment to US$1 million without prior 
government approval, the refusal of gov- 
ernment loans and observance of the West- 
ern alliance’s Cocom list of banned “sensi- 
tive” exports. There seems to be a govern- 
ment-encouraged conviction in South Ko- 
rean business circles that without political 
normalisation, business in the Soviet Union 
could be risky — which is far from reality. 

One example of this over-politicisation 
was the agitated reaction in South Korea to 
the signing last November of an agreement 
on the opening of consular departments 
within existing representations — solving 
an essentially technical question. It was 
widely touted as a significant diplomatic 
victory on the way to official recognition. In 





fact, it is more important today to create a | 


legal basis for practical economic coopera- 
tion, which could serve as a foundation for 
progress in relations. 

South Korea businessmen are relative 
newcomers to the Soviet market, where 
even their more experienced Western col- 
leagues are often thwarted by bureaucratic 
barriers, low labour discipline, the non-con- 
vertible rouble and other problems. Nor do 
the South Koreans realise the depth of 
Soviet interest in technology and equip- 
ment for light industry, food processing 
and consumer electronics. South Korea 
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could outdo their competitors and bring 
great benefit to Soviet consumers. Of 
course, they may have been scared off by 
the less-than-serious approach of some 
inexperienced Soviet entrepreneurs, who 
start talking about joint ventures after the 
first handshake. 

Bilateral cooperation should be centred 
on technological cooperation, not commod- 
ity exchange, especially with the Soviet Far 
East. It cannot be limited to small-scale pro- 
jects or exploitation of mineral, forest and 





> marine resources of the Far East, or even to 


the construction of infrastructure for joint 
enterprise zones. The maturing of relations 
should include the use of South Korean 
capital and technology for large-scale pro- 
duction of consumer goods — textiles, elec- 
tronics, footwear, electrical appliances and 
other daily necessities. These traditional 
South Korean exports could be sold both 
within the Soviet Union and in those West- 
em markets guarded by  protectionist 
barriers against goods of South Korean 
origin. 

For the time being, though, strict Soviet 
regulation of foreign economic activity and 
the limited access to foreign trade for 
cooperatives, leased enterprises, commer- 
cial banks and non-state enterprises, 
weaken the prospects of fruitful develop- 
ment of Soviet-South Korean economic re- 
lations. However, in a new economic con- 
text, Soviet economic links with both 
Koreas could help promote economic nor- 
malisation in the Far East, and even lay the 
foundation for some form of economic 
community. т 


Marina Trigubenko is director of the Asian 
it of the Soviet Academy of Science's 
Institute of the World Socialist System Econ- 
omy. Georgi Toloraya, formerly a senior re- 
searcher at the same institute, is now with the 
Sovist Chamber of Commerce and Industry. 
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Electors were confused by the JSP's mixed signals on defence policy. 
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Socialists divided on their future strategy 


Suicidal tendencies 
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By Charles Smith in Tokyo : 


he Japan Socialist Party (JSP) may be 
F entering one of the most difficult ph- 
ases in its post-war history, despite 
the 18 February election “triumph” in 
which the party raised its parliamentary 
representation to the highest level since the 


. late 1960s. 


The JSP has to decide soon between con- 


_ tinuing to go it alone as Japan's largest op- 
. position party and seeking an alliance with 


smaller opposition groups which might en- 
able it to unseat the ruling Liberal Democra- 
tic Party (LDP) at the next general election. 

The first of these choices could leave the 
party permanently isolated. But JSP insiders 
s doc- 
trinaire leftwing — claim it may already be 


. too late to attempt the second course, given 


the deep policy differences with middle-of- 
the-road parties such as the Democratic 
Socialist Party (DsP) and the Komei (clean 


_ government) party. 


If they are right, the JsP could be decades 
away from power, and not on the brink of 
forming a government as was believed after 


_ the LDP's rout in the July 1989 upper house 
. election. 


stas 


An added problem to forming an oppo- 
sition alliance is that the smaller opposition 
parties are bitterly resentful of the fact they 


. lost seats in the past two elections, while 
the JSP gained. 


The DSP — whose strength in the lower 
house fell from 25 seats to 14 after the Feb- 
ruary poll — is said to blame itself for hav- 


ing tried to cooperate with the JSP in the 


2 


run-up to the election, instead of fighting 
an independent campaign based on its 
claim to represent a majority of private-sec- 
tor labour unions. 

This mood of self-recrimination within 
the DSP is expected to lead to the forced res- 
ignation of party chairman Eichi Nagasue at 
a conference due to be held in late April. 
Nagasue's probable successor, former party 
secretary-general Keigo 
Ouchi, is said to be 
more interested in join- 
ing a coalition with the 
LDP than in patching up 
differences with other 
socialist parties. 

The JsP’s chances of 
forming an effective 
parliamentary alliance 
with the rest of the 
non-communist oppo- 
sition parties peaked in 
the immediate after- 
math of the July 1989 
upper house poll, 
when the party pro- 
duced a policy docu- 
ment — the so-called 
Doi Vision — designed 
to paper over differ- 
ences on defence and 
foreign policy with the 
DSP and Komei. 


The Doi Vision, 
named after JSP party 
chairwoman Takako 


Doi, pledged the party 


would ^ acknowledge Doi Vision flounders. 
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3 the existence of Japan's armed forces 


and the US-Japan Security Agreement if 
it took power. However, it also reiterated 
that the military's very existence violated 
Article 9 of the constitution, which states 
Japan will not maintain armed forces. 

The Komei party and the psp both ac- 
cept the need for defence forces and have 
repeatedly said they could not support a 
government committed, even theoretically, 
to abolishing them. 

According to Shigeru Ito, chairman of 
the JSP policy board and a leading party 
rightwinger, disagreements over defence 
policy could be resolved by agreeing to “set 
aside” ideology in favour of discussions on 
practical issues like economic policy. Ito 
says it is vital to make the attempt at form- 
ing an opposition front, even if the chances 
of success now may be about a quarter of 
what they were before the recent lower 
house election. 

Ito concedes, however, that timing may 
be vital. An aggressive approach by the JSP 
at a time when the smaller opposition 
groups are still smarting over their lower 
house election defeat could permanently 
wreck the chances of such an opposition 
line-up. Conversely, the JSP needs to act be- 
fore the DSP and Komei get sucked into the 
LDP's orbit. 

Torao Takazawa, a noted JSP leftist and 
the one remaining parliamentary member 
of the Shakaishugi Kyokai (socialism society) 
— à doctrinaire pressure group which is 
strong among rank-and-file party members 
— takes a radically different view. 

Takazawa says the JsP’s recent election 
successes show that voters are beginning to 
understand the party's polices on defence 
and foreign relations, 
and now is certainly 
not the time to dump 
them. Takazawa also 
daims the JSP can ex- 
pect to benefit in future 
elections if the DSP and 
Komei “abandon their 
principles” by joining a 
coalition with the LDP. 

Such а strategy 
could lead to the }5Р 
winning an overall 
majority in parliament 
by the end of the 
1990s, Takazawa thinks, 
though a prerequisite 
would be a sharp in- 
crease in the number of 
candidates the party 
runs at general elec- 
tions. 

Takazawa's  "go-it- 
alone" view of the jsP’s 
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sonal rigidity on defence remains опе of the 
biggest stumbling blocks to an agreement 
with the DSP and Komei. 

Doi, a former law professor and expert 
on the constitution, is said to have 
threatened to step down as chairwoman if 
the party changes its position on Japan's 
armed forces. Given what one ]5Р member 
describes as Doi's "superstar status" with 
the electorate, this threat can hardly be ig- 
nored. 

An alternative to both the "go-it-alone" 
option and the strategy of trying to form an 
alliance with the smaller opposition parties 
favoured by some JsP leaders, is to try and 
create a “remodelled” socialist party which 
would include both the JSP and members of 
two other socialist parties in parliament, the 
DSP and the small United Social Democrat 
Party (USDP). 

According to USDP leader Satsuki Eda, a 
“remodelled” socialist party would be less 
likely to quarrel over ideology than a coali- 
tion including the Buddhist-backed Komei. 
Eda also believes that a unified socialist 
party makes sense now the old rival labour 
federations backing the different socialist 
groups have been merged in a single na- 
tional centre, the so-called Japanese Trade 
Union Confederation (JTUC). 

Eda thinks from the JTUC could 
be used to “force” recalcitrant members of 
the DSP to join a unified group, as most DSP 
members depend on union support to get 
elected. Only a handful of top DSP leaders 
would be strong enough to go it alone and 
join a coalition with the ruling LDP in the 
face of JTUC disapproval. 

Eda argued, however, that Doi would 
have to be replaced as leader as a condition 
for forming a remodelled socialist party. He 
said Doi is too arrogant to be acceptable to 
non-jSP members, and lacks an adequate 
grasp of some of the social and economic is- 
sues which would have to form the main 
planks in the new party's policy platform. 
Doi is reputedly strong on human rights 
but not on more practical questions, such as 
how to cope with the problems of an age- 

According to both Eda and JSP policy 
board chairman Ito, a remodelled or reno- 
vated socialist party is badly needed be- 
cause the “producer-oriented” LDP is failing 
to deal with problems caused by economic 
growth — notably environmental issues, 
stress associated with a high-pressure, 
work-oriented society and the uneven dis- 
tribution of assets. 

Ito adds that recent polls suggest the 
electorate wants a coalition government “of 
some kind” rather than indefinite one-party 
rule by the LDP. But it is far from clear that 
the JSP can exploit this sentiment in time for 
it to be of much political use. A more likely 
outcome is a coalition between the LDP and 
one or more of the smaller opposition par- 
ties, with the JSP remaining the party of per- 
manent opposition. E 
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Malaysia plans 


DEFENCE 31 


Asean members strengthen defence ties 






for joint exercises with Indonesian forces. 
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Shoulder to shoulder 


By Tai Ming Cheung in Bangkok 
and Kuala Lumpur 


s the Asean countries Seek to deve- 
Aw closer military ties among them- 

selves, with senior defence planners 
urging them on, there are signs of differ- 
ences in security outlooks that could shar- 
pen into tensions. 

Military ties among the Asean states 
have expanded significantly of late. In 1989, 
Singaporean troops for the first time took 
part in separate exercises with their Malay- 
sian and Indonesian counterparts. 

And defence planners in Kuala Lumpur 
and Jakarta are preparing for a major com- 
bined air, land and naval war game, sche- 
duled to take place in mid-1991, Gen. Tan 
Sri Hashim Mohamed Ali, chief of the 
Malaysian Defence Forces, said in an inter- 
view. This will be the first tri-service exer- 
cise involving the two countries, signalling 
another step forward in their military re- 
lationship. 

Other aspects of bilateral defence coop- 
eration include joint border liaison, intelli- 
gence-sharing, the training of officers in 
each other's military academies and regular 
consultation among military chiefs. In addi- 
tion, long-mooted suggestions to integrate 
logistics networks for common weapons 
systems of Asean’s armed forces seem fi- 
nally to be moving ahead. In late February, 
Thailand, Indonesia and Singapore agreed 
to invest jointly Baht 400 million (US$15.5 
million) to purchase F16 flight simulators to 
train their pilots. 

Senior defence officials have also advo- 
cated the creation of an Asean defence ac- 
cord that would strengthen existing mili- 
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tary ties so as to guarantee all members’ 
security without having to depend on sup- 
port from outside Asean. The idea, though 
not new, has been revived recently along 
with the spectre of a major reduction in US 
forces in the region. 

By boosting their defences, the Asean 
states hope to fill in part the power vacuum 
resulting from any US cutback. However, 
with multilateral defence cooperation still 
taboo, defence planners have had to find 
alternatives to enhance regional defence. 
One approach has been to better coordinate 
the various bilateral defence relationships. 


Another has been to beef up of the Five 


Powers Defence Arrangement (FPDA). FPDA 
activities have increased in recent years, 
with the member states of Malaysia, Singa- 
pore, Australia, Britain and New Zealand 
devoting more effort and resources to the 
annual round of war games. The largest 
FPDA air exercise to date, involving some 85 
aircraft, was in March, in Malaysia. Brunei 
may be the next Asean member to join the 
FPDA, and is attending a November FPDA 
meeting as an observer. 

Despite increasing defence cooperation, 
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however, peace and stability in the region 


is still far from assured, and there are а 
number of trends pointing to potential 
long-term problems among the Asean 
states. 


Asean countries are engaged in military 


Apart from the Philippines, all the — 


modernisation programmes aimed at en- - 
hancing firepower. Defence officials avoid _ 


the term "arms race" to describe this mili- 
tary build-up, arguing new purchases are 
aimed simply at replacing obsolete equip- 
ment. Semantics aside, the Southeast Asian 
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upgrading of the others. For example, 
apore's 1983 decision to buy F16 fight- 
was followed in kind by Indonesia and 
land, with Malaysia opting for the even 
' capable British-European Tornado 
fighter-bomber. Following the Malaysian 
decision, Thailand’s air force began consid- 
ering the Tornado as well. 
Meanwhile, Singapore, concerned that 
ts own F16 purchase might worry its 
ighbours, stored its new Flés iri the US 
. until taking delivery in January 1990 so that 





under way. Thailand is purchasing six 


` Chinese-made frigates and is considering 
eight a y buying a European-designed helicopter car- 
ing of one is likely to be followed by 


rier. Thai defence officials say privately that 
these acquisitions are aimed at meeting a 
potential threat from India — a concern 
rooted in possible competing claims over 
the delineation of economic zones off Thai- 
land's west coast. 

In addition, Thai expositions of In- 
dochina becoming a "Golden Peninsula 
centred on Bangkok," as suggested by 
Thai Prime Minister Chatichai Choon- 
havan, would "mean the demise of Asean," 
said a Bangkok-based military analyst, 
“with a mainland Southeast Asia in com- 
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ву! Michael Vatiki Vatikiotis i in Jakarta 


casting а wary eye at each other and 
at changing regional security percep- 
| tions, Indonesia and. Australia have 
agreed to gradually restore military cooper- 
ation after a four-year lapse. 

. Military contacts between the two 
_ neighbours, though never entirely severed, 
were dealt a body blow by stories in the 
z Australian media about President Suharto's 
family in April 1986. Although pegged to 
the media row, Indonesia's petulance 
masked deep unhappiness among some 
military leaders about the patronising na- 
ure of what was known as the Defence 
ooperation Programme. 

Neither side expected the "cold war" to 
ast. The theoretical, but unrealistic, possi- 
bility of the armed threat they pose to each 
other. has: always generated thinly veiled 
strust but, at the same time, necessitated 
act. However, Australia was mildly 
rprised when the Indonesian side 
gested resuming the cooperation pro- 
ramme during a visit to Canberra by In- 
2 nesian pues forces MER commander 
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eec to increase existing ан 
plore new areas of cooperation. “We 
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donesia and Australia set to renew military ties 


eyond konfrontasi 


donesian students in Australia’s joint-ser- 
vices college will be increased. Australian 
F18 fighter-bombers en route to Butter- 
worth airbase near Penang, Malaysia, will 
begin refuelling at Jakarta’s Halim airport 
and provide an opportunity for talks 
among the two countries’ pilots. Current 
joint naval manoeuvres will become more 
complex, Australian defence sources said. 

In the longer term, both sides are in- 
terested in developing more complex land, 
air and sea joint exercises, but here obsta- 
cles remain. For both countries, surveil- 
lance of their air and sea boundaries re- 
mains a priority, and progress towards 
more cooperation, particularily between the 
two navies, is proceeding much faster than 
anticipated. 

Joint land-force exercises, however, are 
still considered some way off. Quite apart 
from their complexity, Australian defence 
officials point out that among the three ser- 
vices, the Indonesian army’s dual political 
and military role lends itself less to con- 
ventional defence strategies. Furthermore, 
Australian politicians have always baulked 
at the prospect of Indonesian special forces 
undertaking jungle training with their 
Australian counterparts based in Western 
Australia. 

These difficulties notwithstanding, Aus- 
tralian defence officials said the Indonesian 
military was under some pressure to expand 
their external contacts. “Abri is conscious of 
the high cost of logistical support for mo- 
dern weapons systems,” an Australian de- 


fence official said. In this respect, Abri re- even 
d пыш with i its жш of mo i 
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in the region ор н he isi it push 
military modernisation is likely to co ati 
unabated, analysts say. B 
Closer bilateral military cooperation be 
tween some Asean states has been à source 
of concem to others. For example, Ma- 
laysia’s worries over the Singapore-In- 
donesia military relationship was first made 
public by Indonesia's ambassador to Kuala 
Lumpur. As a result, military exercises be- 
tween Malaysia and Singapore were put on 
hold less than a year after they began, 
though both. armed forces will continue 
to train alongside each other in FPDA 
exercises. | a 


ern weapons systems, as a useful source of 
information and training. 

For both countries, TR of re- 
gional security are changing. US Defence 
Secretary Richard. Cheney's recent an- 
nouncement of troop cuts in the region has 
increased doubts about Washington's sec- 
urity commitment in Southeast Asia. "Is 
Cheney's adjustment just the thin end of 
the wedge," asked a senior Australian de- 
fence-force officer. Both the Jakarta talks in 
March and last July with Sutrisno revealed 
common areas of concem about the inten- 
tions of regional powers such as India, 
Japan and China in the event of a US with- 
drawal from the region. 

A recent visit to Jakarta by the chief of - 
South Korea's armed forces produced | pre- 
liminary steps towards a servicing agree- 
ment between the two countries for US- 
made F16 fighters, in the service of both air | 
forces. And Indonesia's navy is concerned 
about the need for a bolstered maritime de- 
fence capability. Recent meetings of mili- 
tary experts in Jakarta saw the navy assert 
its desire to strengthen its capability to de- 
fend Indonesia's Exclusive Economic Zone. | 

But while more resources are earmarked. 
for the purchase of ships and weapons sys- 
tems for the navy, it has run up against Һе 
army's dominance of the regional com- 
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L Chile, now that New Zealand has 
been forced to set aside the minerals con- 
vention it piloted through six years of nego- 
tations. Wellington will take new pro- 
_розаь to a meeting of Antarctic Treaty 
partners in Santiago in November, but it 
fears that with the failure of the convention, 
the treaty system itself — which depends 
upon consensus — may also break down. 
. The defeat of the convention by the sud- 
: den Australian and French refusal last year 
to sign the accord they had helped 
negotiate, and their push instead for the 
Antarctic to be made a world park, contains 
a bitter irony for New Zealand. It pursued 
the minerals convention only when it could 
find no support in 1975 for a ban on com- 
mercial activity on the continent. 

“Chris Beeby, currently a deputy-secret- 
ary of the New Zealand Ministry of Exter- 
. nal Relations and Trade, who chaired the 
negotiations, claimed the minerals conven- 
tion was the toughest conservation regime 
in the world. It proposed a complex system 
of defining areas for exploration and min- 
ing, with provision for monitoring and 








strict liability on operators or their sponsor- 
ing states to clean up or pay for any dam- 
age. 
It was, Beeby argued, the best that could 
be wrung out of countries, including the 
US and Brazil, which wanted access for 
their mining companies. New Zealand 
politicians said when Australia and France 
pulled out, that failure to implement the 
convention risked mining on the continent 
because a world park was unattainable; 
without the convention there was no pro- 
tection against commercial exploiters. 

They were right about the world park 
move, which stalled at a meeting of the 20 
treaty partners in Paris last October. But the 
minerals convention by then was mortally 
wounded. Although 17 nations had 
signed, some have been having second 
thoughts and in any case, under the An- 
tarctic Treaty, the convention needs the sig- 
natures of all seven terriforial claimants, 
which include Australia and France. 

New Zealand is concerned that the 
treaty system itself may break down and 
thus leave no international sanctions 
against mining. Most countries without ter- 
ritorial claims reject the claims the treaty 
recognises, but have gone along with the 
treaty as long as they have had access to the 





FOREIGN RELATIONS 


Confirm and deny 


Any chance of restoring the tripartite 
Australia, New Zealand and US (Anzus) 
"E treaty was ended on 8 March when New 
; | - Zealand's opposition National Party de- 
е . dded. to back the Labour government's 

"policy of ipa entry to warships and 





by warships that might be carrying nu- 
clear weapons. 

Decisively defeated in a spirited at- 
tempt to defend that policy, McKin- 
non immediately resigned the defence 
spokesmanship, though he remains dep- 
uty leader. His associate defence spokes- 
man, Robert Munro, also resigned. 
Former National prime minister Sir 
Robert Muldoon, who restored ship vis- 
its in 1976 after a previous Labour gov- 
emment had barred them, said he was 
ashamed to be a member of the National 
parliamentary party. The move caused 
widespread dismay among those in Na- 
tional ranks outside parliament who had 
always thought the party strong on de- 
fence. 

But National leader Jim Bolger argued 
that New Zealanders had shown by wide 
majorities in polls they did not want nu- 





said the list for the meeting wi 
ded, but in a policy paper 


















































ieu ay areas, ісе use, ‘monitoring ап 
compliance and data collection. : 
Conservationists bitterly. орке! d th 


tralian and French moves. The en V 
mentalists rejected Wellington's assertio 
that Canberra was taking a stand for inter- 
nal political purposes to soften the Gre 
vote which rose in the 1987 election. — 
But the conservationists also have high- - 
lighted a growing urgency to get agreement. 
on conservation measures. Greenpeace In- 
ternational, which has sent several : expedi- 
tions to the Antarctic, has exposed ex 
ples of oil spillages and maltreatment of 
environment — ironically, by the French. 
In айу event, France's assertion of concern. 
for the Antarctics future has been con- 
trasted by some observers with its lengthy. 
record of ignoring South Pacific nations’ an: 
xieties over its continuing nuclear-testing. 


programme. 


clear weapons in New Zealand (party of 
ficials quoted one showing 84% support - 
for that notion) — a stance increasingly — 
shared by National rank and file mem- 
bers and MPs. It was impossible to en- 
sure that, while the US and other nuclear _ 
powers (including Britain) refused to çon- 
firm or deny whether particular vessels 
or aircraft were carrying nuclear : 
weapons, Bolger said. ; 

Bolger insisted а National governmen 
would want New Zealand to play an ac 
tive role in military alliances (as the La 


jen He held out RE like 
of a return to an alliance with thi 
non-nuclear terms. "M" 
But that is highly unlikely in th 
term. The US, which had expect 
tional return to Anzus on 
basis, reacted frostily with “regre 
stead, as McKinnon said, New 2 
will be forced further into А str 










T he US Congress, it is said, has 535 
^ NM would-be secretaries of state who 
а would rather make US foreign po- 
-licy than merely monitor and act as a check 
. On its conduct by the executive branch. 
_ Stephen Solarz — a congressman from 
_ New York who is well known in Asia — is 
.. arguably the most successful legislator at in- 
. -fluendng US foreign policy from Capitol 
НШ. | 
| As chairman of the Asian and Pacific af- 
__. fairs subcommittee of the House of Repre- 
. sentatives’ foreign affairs committee, Sol- 
. am, now 49, may one day be asked to be- 
с come secretary of state if the Democrats, 
... who control both houses of congress, also 
|». take over the White House from the Repub- 
_ licans. As Solarz put it, when asked about 
. Such an offer: “I would probably not de- 
|^ dine." 
__ ш ]шу 1989, 19 governments and seven 
international organisations gathered — . 
in Tokyo to launch a “multilateral as- 
.  Sistance initiative" for the Philip- 
v. pines. That was two years after Sol- 
агг, along with three other US legis- 
.. lators, called on then president 
.. Ronald Reagan to extend this special 
. ай for the fledgling, democratical- 
. ly elected government of President 
|... Corazon Aquino. 
_ In February, the House voted 
2413-0 in favour of a resolution 
|. drafted by Solarz to shift US policy 
.. on Cambodia from one of seeking a 
|. "quadripartite" solution to one that 
_ would give the UN a decisive role. 
_ Ina later hearing before Solarz’ sub- 
..: committee, a top US State Depart- 
-. ment official said the administration, 
.... too, had shifted its position. 
. hn fact, Solarz had an extraordi- 
. mary input in the administration’s 
- change of course. Even before con- 
gress and the White House em- 
braced Solarz' idea to use the UN, 
e Australians had picked up on it 
and the five permanent members of the 
ОМ Security Council had begun discussing 


























This month, Solarz won a minor victory 
when Secretary of State James Baker met a 
visiting senior official from New Zealand 
and reversed a discriminatory policy 
adopted earlier by Washington in protest 
ainst Wellington's anti-nuclear policy. 


arz had earlier castigated the administra- 











Stephen Solarz helps region with foreign policy clout 


Solarz got Reagan’s backing for Aquino. 


for “toasting the butchers of Peking” 





while refusing to meet New Zealand offi- 
cials 

Now Solarz is spearheading a growing 
congressional concern about the adminis- 
tration’s unchanging policy on Afghanis- 
tan. The US has continued to support the 
mujahideen against the Soviet-installed Af- 
ghan Government, even after the with- 
drawal of Soviet troops a year ago. Critics 
say this only fuels the most bellicose 
mujahideen factions and will prolong the 
fighting — which is now a civil war, no 
longer a war of “liberation” — but will not 
lead to the mujahideen's military victory. 
Solarz is suggesting “negative symmetry” 
in which both the US and the Soviet 
Union, as well as other countries, stop 


supporting contending groups in Afghanis- 
tan. 


Other areas in which Solarz is taking the 
lead include: 


> A proposal that would grant special US 
visas to Hongkong residents that would re- 





he 


main valid until well after 1997, when 
China resumes sovereignty over the British 
colony. The move is aimed at helping to en- 
sure the territory's continued viability. 

P The search for a "creative" solution to 
the knotty problem of US bases in the 
Philippines. Solarz favours commercialisa- 
tion of the bases. 

¥ Watching out for human-rights abuses 
in Sri Lanka and possibly cutting off eco- 
nomic aid to that country. 








| more recent scanda 
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hand in foreign policy, the need for a great- 







er congressional role in foreign policy has 
been reconfirmed. Today, foreign embas- 
ies and media representatives in Washing- 
ton as a matter of course cultivate contact 
with US legislators and their staff, as well as 
with administration officials. And Asia 
watchers among them find it a must to fol- 
low Solarz’ subcomittee hearings. 
It is a cliche — but nonetheless correct 
— to say that Solarz is the brightest, the 
most-travelled and the best-informed US 
legislator specialising in Asia. During his 
nine years on the Asia-Pacific subcommit- 
tee, he has come to know the major players 
in Asia better than anyone in Washington. 
Supported by a capable staff, Solarz often 
demonstrates a mastery of detail as well as 
the big picture, then focusing in on the key 
issues and laying out policy options for the 
US 






Solarz combines his formidable intellect 
with an institutional advantage he enjoys 
as chairman of a House subcommittee. The 
House foreign affairs committee, with 
nearly 50 members, is too unwieldy for a 
detailed discussion of specific regional is- 
sues, which is thus left to the area subcom- 
mittees to handle. Much of the House 
agenda on Asia is thus shaped by 
Solarz, and decisions taken by his 
subcommittee are usually endorsed 
by the full committee before going to 
the House floor. | 

The Senate foreign relations com- 
mittee also has regional subcommit- 
tees, but since the full Senate com- 
mittee is only 19 strong, most issues, 
no matter what geographical area of 
the world they may involve, are de- 
bated and resolved by the full com- 
mittee. This means that Senate de- 
bates on Asia-Pacific issues tend to 
be few in number and sketchy. The 
Senate foreign relations committee is 
also burdened with confirmation of 
nominees for ambassadorships. 

Solarz is an activist subcommittee 
chairman and holds more hearings 
than most. And he insists on a high 
standard of debate. Of course, his 
hearings, like others, are largely "in- 
formational" — a means of bringing 
legislators up to date quickly on 
Asia-Pacific issues. Hearings are 
also used to consider legislation, whether 
it is a non-binding "sense of congress" ex- 
pressed through resolutions or a bill to be 
enacted. 

With or without pending legislation, 
Solarz often uses his hearings to advocate 
one cause or another. He can be in support 
of administration policy will try to build a _ 
consensus. More often, Solarz, trained in | 
law, behaves like a prosecutor to scrutinise — 
or challenge established administration po- - 















licy. His choice of friendly and hostile wit- 
nesses, his trenchant questioning of them 
and his powers of synthesis combine to 
make some of Solarz’ advocacy hearings 
powerful statements, with far-reaching in- 
influence on policymaking. 

What does Solarz advocate? He has 
championed democracy and human rights, 
but his moralism and legalism have in fact 
been mixed with considerable — excessive, 
some say — realism. For example, Solarz 
has a keen awareness of the roles, positive 
as well as negative, of the military in de- 
veloping countries. He makes righteous 
pronouncements but does not believe in 
howling in the wilderness. 
So he crafts legislation that 
would win support and forges 
coalitions, making com- 
promises along the way. 

The case of US aid to El 
Salvador is typical of Solarz 
approach. In the early 1980s, 
when the Reagan White 
House wanted to boost mili- 
tary aid to El Salvador with 
no strings attached, and а 
significant part of congress, 
incensed at the regime's death 
squads, called for an aid cut- 
off, Solarz authored a bill 
making military aid  con- 
tingent on progress in the 
regime’s human-rights  re- 
cord 


Solarz used the same tactic against 
former Philippine president Ferdinand 
Marcos, tying aid to democratic reforms 
and human rights. When this produced 
meagre results, key members of congress, 
including Solarz er with some top 
State Department officials, prevailed over 
the White House — which con- 
tinued to stand by Marcos — to bring about 
an orderly yet democratic transition. 


ll of this is not to say that Solarz al- 
Av takes the middle position. He 
was once a lone voice on the House 
floor against a resolution condemning the 
Japanese Government for what Toshiba, a 
private Japanese conglomerate which illeg- 
ally sold sensitive American technology to 
the Soviet Union, had done. He has also 
agitated in favour of such no-win causes as 
a South Pacific Nuclear Free Zone and for a 
post of assistant secretary of state for South 
Asia, an area which is now combined with 
and overshadowed by the Middle East — 
an area of key concern to Washington. 
Solarz has critics and enemies. He is 
considered by some to be arrogant, abra- 
sive, boastful and self-promoting. Some 
also say he is spread too thin. He travels 
not only to Asia but to Latin America, Af- 
rica and Europe. Those close to Solarz seem 
to feel these criticisms are either not valid or 
not important. Perhaps a more serious 
worry is that Solarz’ rational and logical ap- 
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Khmer Rouge guerillas; 


proach to political problems could dis- 
tance him from Asia's non-cerebral political 
leaders. 

Another worry is that his judgment on 
certain issues may be clouded by his upbr- 
inging. The Holocaust, about which he 
learned as a Jewish boy growing up in 
Brooklyn, New York, had a great deal to do 
with Solarz seeking public office in later life. 
The Khmer Rouge atrocities in Cambodia, 
about which he learned on his first overseas 
trip on the Asia-Pacific subcommittee, seem 
to be linked in his mind with the earlier 
Nazi atrocities. Some speculate that this ex- 
plains Solarz’ abiding hostility towards 






Cambodian Premier Hun Sen, who Solarz 
insists was once “part of the Pol Pot killing 
machine,” and his “quixotic” effort until re- 
cently to create a non-communist third 
force no matter what the cost. 

For the most part, Solarz has stayed 
with the mainstream of US foreign policy, 
contributing to it and improving on it. This 
is why his congressional colleagues and the 
administration respect him, albeit often 
grudgingly. Overseas, he is seen to repre- 
sent “the US position.” 

It is said that Solarz can afford to con- 
centrate on foreign policy — not a great 
vote-mobilising topic — because he comes 
from a safe congressional district in Brook- 
lyn, which is heavily Jewish and Demo- 
cratic. In Solarz’ Cony Island district office, 
overflowing with photographs of the con- 

with famous world leaders, prin- 
cipal aide Annette Lidawer insists that the 
district is much more ethnically diverse 
than is often claimed and that Solarz has to 
work hard to solve his constituents’ “fed- 
eral problems” (such as social security, 
Medicaid and veterans benefits) to retain 
the 70% of the votes cast that he wins every 
two years. 

She says Solarz cannot take his re-elec- 
tion for granted, particularly in 1992, now 
that New York is certain to lose at least 
three seats in the House after the 1990 cen- 
sus and congressional redistricting. Any re- 
districting affecting him could hurt Solarz 
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Tamil refugees: watching human-rights abuses. 


but the worst is if he is pitted against Con- 
gressman Charles Schumer, another suc- 
cessful Democrat, in the same district. One 
guarantee against that is to do well in the 
coming election in November. 

Solarz has amassed one of the largest 
campaign war chests in the House, thanks 
largely to the Asian-Americans who sup- 
port him generously, though most do not 
live in his district. Solarz is proud of the fact 
that the average political contribution he re- 
ceives is only US$38. Less than 10% of his 
funds come from the so-called political ac- 
tion committees (PACs), againt 50% for his 
House Democratic colleagues. PACs repre- 





sent special interests and expect quid pro 
quos from politicians. 

The bulk of Solarz’ contributions comes 
from individual citizens, notably Americans 
with Filipino, Korean, Taiwanese and other 
Asian roots, because they admire his stands 
on principle and appreciate the work he 
has done in promoting democracy and 
human rights in their countries of origin. 

Solarz makes sure the Asian-American 
money keeps flowing to him. In a recent 
letter at Indian-Americans he 
wrote: “As the only member of congress to 
speak out against [a] pernicious proposal 
[to cut off aid to India], I pleaded with my 
colleagues to reject this effort . . . When the 
gavel fell, the final vote was 212-204. We 
defeated the amendment . . . but the war is 
far from over." 

Given the influence he now enjoys in 
the House, Solarz is not likely to risk it for 
a seat in the Senate without the requisite 
state-wide support. He would, however, 
like to be secretary of state some day, and 
many think this would be good for the US 
and Asia. "But if I stay in the House and 
continue doing what I strongly believe in, 1 
will not consider my life to have been a fail- 
ure and commit hara-kiri," Solarz quipped. 

His next step is to become chairman of 
the House foreign affairs committee, which 
is within reach (he is the fourth most senior 
Democrat on the committee) and for which 
he is eminently qualified. L] 





DEREK DAVIES 


Traveller’s Tales 


oday’s headlines seem to be refer- 


ring to a dream world. "Let's just 

imagine," an off-beat contingency 

planner might have said a year or 
two ago, "an outrageous hypothesis, an im- 
possible dream or two. Let's suppose the 
collapse of communism in East Europe, that 
apartheid begins to dismantle itself, that the 
Soviet communist party is beaten in elec- 
tions, that Lithuania requests the with- 
drawal of the Red Army, that the Mongolian 
politburo is disbanded . . ." The poor fellow 
would have been fired as an incurable fan- 
tasist. 

Anyway, judging by the bewildered and 
contradictory reactions in the West to 
these developments, no such contingency 
planning was ever carried out. 


Occasionally the headlines create their 
own Through-the-Looking-Glass world. 
From Africa Michael Wagner sends me a 
cutting from the Swazi Observer of 8 January 
— in the aftermath of the US invasion of 
Panama. Headlined "Noriega threatened 
his way into Vatican mission," the item, 
datelined Rome, reported: The Vatican 
gave refuge to deposed dictator Manuel 
Noriega in its Panama mission because he 
threatened to order massages, a Papal 
envoy said in an interview. 

Clarification came in the second para- 
graph: "He gave me 15 minutes to decide, 
either I welcome him or else he would im- 
mediately unleash guerilla warfare. He 
threatened massacres,” said the Papal 
Nuncio in Panama, Jose Sebastian. 

If Noriega had wanted wholesale mas- 
sages, he could have used help from a 
Hongkong establishment: 


v 





The real world of Hongkong can easily 
match Alice in Wonderland, whistling as it 
is in the northerly monsoon to keep its 
spirits up. The Peking wind shows no signs 
of abating and the Hongkong bamboos are 
predictably bending. China has shown no- 
thing but contempt for Hongkong’s rulers 
— its governor and government, plus the 


mostly appointed members of the Excutive 
and Legislative Councils (Omelco). This 
body belatedly cobbled together a “consen- 
sus” on limited democratic reform, but Pe- 
king recently steamrollered its authoritarian 
blueprint for the future, showing nothing 
but contumely for those seeking conces- 
sions through ingratiation. 

The consensus fell apart, and the bitter 
pill was swallowed. The succession of pre- 
pared statements made in what was laugh- 
ably billed as the “debate” on the vital issue 
in the Legislative Council consisted mainly 
of admissions that the only option, how- 
ever regrettable, was to take the medicine, 
Let's make the best of a bad job. 

Now the people of Hongkong are being 
encouraged to make a "success" of the 
strictly limited election for the legislature 
next year — by which is meant that more 
than about one-fifth of the electorate should 
vote for properly pragmatic councillors. 


Having lived and worked in Hongkong 
for over 28 years, I was a long time ago 
dubbed, in the awkward bureaucratese 
which had carefully to avoid any hint of 
citizenship, a "Hongkong belonger." Hav- 
ing last week marked my 59th birthday in 
appropriately melancholy manner, I now 
have to go along to the Hongkong Immi- 
gration Department to be solemnly issued 
an identity card — the third such card in the 
past decade because the bureaucrats could 
not get it right in the first place and anyway 
London has shamefully caved in to the 
Chinese authorities’ insistence on a racialist 
(Chinese, of course) basis for post-1997 
citizenship. The new identity cards which 
grant foreign devils such as myself the right 
only to entry, not to stay. 

Thus London's apologetic gesture of 
giving British passports to 225,000 carefully 
selected Hongkong people and thus Pe- 
king's contemptuous threat to refuse to rec- 
ognise any of the passports — an attitude 
the Chinese Government shares with Nor- 
man Tebbitt and probably a majority in the 
British parliament. 

An old friend, Bob Kapp, spotted a re- 
port in a recent issue of New York's Journal 
of Commerce which introduced a note of hi- 
larity into this tragic game of chess with 5 
million pawns: 









Britain says it will give 50,000 
Hong Kong-Chinese heads of 
households and their families — a 
maximum of 225,000 people — 
the right to love in Britain. 
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Hongkong's entrepreneurs are als 
whistling hard hoping for a breeze of confi 
dence. The firm Hutchison Whampoa i: 
publishing this advertisement for Hong. 
kong's "single greatest national resource": 





You're looking at the future of Hong Kong, 


Reader Daniel Glintz thinks the picture 
calls for a few comments: 
> Since their general outlook fits those pic- 
tured perfectly into the would-be emigrant 
category, how many of these kids will still 
be in Hongkong in 1997? 
> Obviously foreigners will have no part 
at all in the future of Hongkong. Fair 
enough, we all know Peking's position on 
this issue. 
> But how are they going to keep the fu- 
ture going, in the longer run, without any 
women? 


Former Asia hand, Vincent Joyce, now 
lives in Chapel Hill, North Carolina which 
boasts a couple of good Chinese restaurants. 
He sends me this Lunar New Year ad- 
vertisement run in the local press by the 
restaurants, where it seems the advent of 
the Year of the Horse was welcomed explo- 
sively: 
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MALAYSIA 


Malaysians, along with their visitors, adjust to Visit Malaysia Year 


Wish you were here 


By Suhaini Aznam m in Kuala Lumpur _ Kuala Lumpur 


ourism, as an industry, is still a re- 
latively novel idea to Malaysia. 
Overshadowed by the colourful 
fiestas of the Philippines and the 
spontaneous welcome accorded tourists in 
Thailand, Malaysia has gained, deservedly 
or not, the reputation of being a bit of a 
tourist backwater in Asia. 
It is true that the country does not have 
a tradition of tourism, but its culture does 
put a premium on hospitality — with both 
social dictates and Islam enjoining you to 
treat guests better than your self. However, 
this spontaneous Southeast Asian warmth 
has been eroded through urbanisation. 
The government, by declaring 1990 as 
Visit Malaysia Year, is eager to present 
Malaysia's many faces to the world. 
It plans to bring in 4.2 to 4.3 million 
tourists this year, and with it, pro- 
jected earnings of M$2.5 billion 
(US$924 million). This is not an over- 
ambitious goal, as 3.9 million tourists 
visited in 1989 and spent M$2 billion. 
Tourism accounted for only 1% 
of the country’s GNP before 1980. But 
the volume of arrivals has trebled 
since 1972, when Malaysia experi- 
enced its first economic boom with 


foreign-exchange earnings from 
tourism multiplying 10 times over in 
the same period. 


The question on which the suc- 
cess of this campaign will hinge is 
how far the ordinary Malaysian is 
willing to share his country with the 
foreign visitor. 

For as much as the tourists will judge 
Malaysia, so too will Malaysians judge the 
visitors. Malaysians already entertain some 
stereotypes of their honourable guests: all 
Japanese are rich, are unconcerned about 
value for money and find everything here 
too hot but charming; all Mat Salleh (White 
men) do not shower in the morning and 
not nearly enough the rest of their swelter- 
ing, camera-toting day; Australians are 
friendly enough but lack refinement; Sin- 
gaporeans metamorphosise into demon 
drivers when let loose outside their own 
tightly disciplined island republic. Ameri- 
cans are loud, used to getting their own 
way, and think that every Asian is Chinese 
and out to fleece them. 

The government is probably aware 
of these local attitudes, because part 
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of the domestic television campaign urges 
Malaysians to “welcome the country’s 
guests as you would visitors to your 
own home.” If Malaysians were truly 
spontaneously friendly, these paternal, 
nationwide civics lessons would hardly be 
n 
Ironically, when some Malaysians took 
the message seriously, they were chastised 
by no less than the Minister of Culture and 
Tourism Datuk Sabaruddin Chik for not 
contributing to the national coffers. The in- 
cident occurred when Malaysia Airlines 
found itself recently faced with some 70 
irate Australians — stranded for a week be- 
cause they had neglected to reconfirm their 
tickets within the stipulated 72 hours before 
departure and all other Australia-bound 
flights were fully booked. Some kind souls 





Top spinning in Malaysia: selling culture or tourism? 


invited the visitors home, in a “commend- 
able” show of Malaysian hospitality, said 
Sabaruddin, but one that he hoped would 
not become a habit. “Tourism is a business, 
not a welfare service,” he added, making 
the industry’s goal amply clear. 

The Visit Malaysia Year campaign has 
four aims: to woo foreign tourists; to in- 
crease the duration of their stay; to encour- 
age local arts and culture, and to encourage 
Malaysians to see more of their own coun- 
try instead of throwing away their tourist 
dollars abroad. To this end, a few travel- 
writing contests were held last year to intro- 
duce destinations which are off-the-beaten- 
track. The north Borneo states of Sabah and 
Sarawak in particular, are key targets for 
local tourists. 

The Ministry of Culture and Tourism 
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has allocated M$49 million for promotion 
this year. In addition, the government in its 
1989-90 budget introduced various tax in- 
centives for tour promoters advertising 
overseas. The Tourist Development Corp. 
(TDC), the promotional arm of the ministry, 
flew in foreign journalists to take in the 
sights. Gimmicks range from the attractive, 
such as the Visit Malaysia Year com- 
memorative stamps, to the inane: Wira, 
the orangutan mascot, whose grin is 
immortalised on badges and bumper stick- 
ers. 

Yet even in the run-up to Visit Malaysia 
Year, Malaysia’s domestic neuroses pre- 
vailed. At the annual Rose Bowl parade in 
Pasadena in 1988, Malaysia, mindful of 
its multi-ethnic make-up, presented а 
mishmash of cultural displays which 
robbed it of impact. And while the 
Toc has conducted brief courses 
for Malaysian students going abroad 
to act as informal tourist pro- 
moters, its public relations was 
hampered by bureaucratic guide- 
lines which dictated that only its 
secretary-general speak to the press. 
(The TDC was not available for com- 
ment.) 

When it was first formed in 1987, 
the Ministry of Culture and Tourism 
was called the ministry of tourism 
and culture. But Malay cultural 
nationalists demanded that the 
emphasis be reversed, that cul- 
ture take precedence over selling 
the country to visitors, under- 
scoring the pride that colours per- 
ceptions of tourism as a necessary 
revenue earner to be tolerated but not par- 
ticularly liked. 

Although there is no single target 
group, the Japanese, with their strong yen 
and only a seven-hour flight away, are ob- 
viously within the tourist planners’ primary 
market. In January, Malaysia appointed the 
Bank of Tokyo as its public relations consul- 
tant in Japan. Subsequently, a Japanese 
tourist promotion mission came to advise 
Malaysia on how best to cater to their coun- 
trymen's needs. In 1989, 177,500 Japanese 
tourists visited Peninsular Malaysia alone, 
and the authorities want that figure to 
reach 200,000 this year. Language was 
cited as the most serious impediment, 
for unlike Western travellers who get à 
kick out of trying out their phrase-book 
Bahasa Malaysia, the shy Japanese would 
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im for new үе! їп y bein and 
the Arab countries. The presence of a 
l'ourist Development. Corp. (TDC) office 
verseas signals a major potential market: 
‘rance and West Germany on the conti- 
ent, Taiwan and Hongkong in North 
Asia, and Thailand, Singapore and In- 
onesia within Asean. Malaysia also hopes 
o enlarge traditional markets such as the 
US, which it feels has not been sufficiently 
tapped. Asia-bound travellers on the Pacific 
coast are the obvious target there, signified 
уу the TDC office being located in Los 
|. Angeles. 

(oy As reserved as his Malaysian counter- 
|. part, the Japanese tourist is the least likely 
_ to cause offence here. Many Malaysians 
. Still look askance at strangers in their 
. midst. For one thing, having splurged 
_ their savings on an exotic holiday, tourists 
_ will more readily shrug off local sensi- 
| tivities than would a foreigner working 
. in Malaysia. Even in urban Kuala Lumpur, 
. the antics of tourists still provoke derisive 
giggles, while European women in tight 
_ T-shirts are still made uncomfortable by 
_ oggling and lewd remarks thrown at them 
by local youths. 

рап, Malaysians’ guarded response is 
v traceable to the neo-nationalist period that 
-. followed the end of colonialism. Ironically, 
it is the same government that beat „the 
‘nationalist drums against foreign interfer- 
ence, spies and trade bullies — and in effect 
whipped up a siege mentality for purposes 
of domestic unity — that is now urging 
Malaysians to smile and greet their visitors. 
_ To be sure, the meddling foreigner tag was 
_ aimed at powerful governments and corpo- 
. rations, not the ordinary traveller, but for 
. the local man-in-the-street, the transition 
_ from hearing of threatening foreigners to 
_ good tourists cannot be an easy one. 
__ Perhaps more pertinent, Malay- 
. Sians, and certainly the dominant 
Malays, have a very strong sense of 
.. us and them, as reflected in Malay 
: pronouns. Whereas the English 
“we” is a blanket head-count of all 
those present, the Malay language 
has two plural first persons: kita 
“hich includes the speaker, his 
arty and the party he is addressing, 
nd an exclusionary kami, which re- 
ers only to the speaker and his 
arty but excludes those he is ad- 
ressing. When discussions turn to 
ulture, speakers often revert to 
kami, unconsciously revealing their 
'orld view. 

Fortunately, tourists by definition 
rarely have the time, nor sometimes 
зе inclination, to touch the hearts of 
е countries they visit. Most are 
appy to surrender to a tour group 
ashing from one national landmark 
another, but those who aspire to 
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 Malaysia' 5 elim this. year: will be a 
urist | 

_ market come Visit Asean Year in 1992. Of 
` the Asean six, only oil-rich Brunei neither - 





fair indicator of its share of the tc 


wants nor needs tourists. Malaysia cur- 
rently enjoys only 1376 of Asean's foreign- 
exchange earnings from tourism, com- 

pared with Thailand's 28% and Singa- 
pore's 35%. 


Sceptics here and abroad still wonder 


how effective Visit Malaysia Year can be 
without that usual exotic lure — the easy 
companionship of a dark-haired maiden 
with an unmistakable come-hither look 
in her eyes. Malaysians need no remin- 
der that their neighbour just north of the 
border had a very successful Visit Thai- 
land Year in 1987. But Thailand has a lit- 
tle for everyone: beaches, Buddhist tem- 
ples, highland tribes, handicrafts, shop- 
ping, and girls, girls, girls. 

Malaysia’s emphasis is different: sun, 
sea and national parks. Barely a month 
into 1990, Prime Minister Datuk Seri Ma- 
hathir Mohamad said he was “over 
whelmed” by the success of Visit 
Malaysia Year despite efforts by certain 
neighbouring countries to frustrate it. 


dabble as social anthropologists, even fleet- 
ingly, might find it hard to get to know the 
real Malaysian. 

Thus the Visit Malaysia Year theme 
song: To know Malaysia is to love Malaysia is 
an exercise in contradictions. In any case, 
no visitor can claim to know a country in 
4.5 days — the average recorded stay. It 
may seem a cliche to local ears who have 


Malaysia-bound tourists 
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E odia visited p and spent 1 
M$900 millior 1) last year 
— was another. It would be difficult for. 







Malaysia. to reduce its dependency in the 
short term on Singaporean tourists, which _ 
account for 70% of its total visitors, and 
its vulnerability is heightened by the fact - 
that unknown numbers of other tourists 
also come to Malaysia via Singapore. 8 

The allegations came at a time when _ 
the relationship was already strained — 
over the arrest of five Malaysian armed 
forces staff late last year for allegedly spy- 
ing for Singapore. To allay fears and pre- 
empt further accusations, Prime Minister 
Lee Kuan Yew urged Singaporeans to. 
visit Malaysia, especially its less-known 
destinations, throwing a commercial line: 
"Richer neighbours make better neigh- 
bours and also better customers." 

But Culture and Tourism Minister Da- 
tuk Sabaruddin Chik retorted that he 


heard it again and again, but as tourist bait, 
sung to underwater shots of marine life and 
Close-ups of sarong-clad girls strolling on a 
beach, it is probably no better or worse than 
any other sales pitch. 

For the first time, tourists need not 
stand on street corners puzzling over maps, 
futilely hailing distracted office-bound lo- 
cals. A computerised Tourist Information 
Hotline, run by volunteers from the 
Kelab Cinta Malaysia (Love Malaysia 
Club), provides free information on 
hotels, transportation and places of 
interest. In addition, a specialised 
unit of tourist police now patrol 
tourist sites such as Kuala Lumpur's 
Pasar Seni, a local handicrafts mar- 
ket by day and a stage for cultural 
performances by night, to give on- 
the-spot assistance, 

Travel is easy. Except for the 
dangerous 217 km stretch from Ipoh 
to Kuala Lumpur, the road system is 
comprehensive and good. The 
twice-daily express trains are clean, 
punctual “and cheap, while those 
who miss their connections can still 
catch the slower mail train. And for 
those on a rush holiday, most state 
capitals and two of several island re- 
sorts are linked by a convenient 
domestic airline network. 

The tourists are coming, never- 
theless. NS E the | ud in 
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Malays fligh Lon- 
was more ts to 
EI carrier estimated that it 
uw losing 40,000 London-bound ag 


Malaysia’s crown of island resorts, saw an 
unprecedented 103,000 visitors flocking to 
its shores in January — prompting the gov- 
ernment recently to allocate an additional 
M$12 million for its development. The 
Paris-Langkawi-Paris air race from 5-28 Feb- 
ruary, provided further advertising. 

A random survey of leading Kuala Lum- 
pur hotels has shown a 6-25% increase in 
occupancy levels, despite higher 
room rates this year. Some hotels are 
frantically making expansion plans 
— the country’s 40,000 hotel rooms 
might not be enough after all. To 
cope with the possible shortage — 
and to cater to the budget traveller 
— some states are encouraging local 
residents to provide bed and break- 
fast facilities under the home-stay 
programme, a novelty in a society 
which is outwardly warm but hides 
an unspoken demand that guests re- 
spect its privacy. 

In many ways, Malaysia is prob- 
ably too sedate to be a tourist hub. 
With a population of only 2 million 
by day, 1 million by night, the same 
qualities that make Kuala Lumpur a 
very livable city, with relatively 
low traffic congestion and pollution, 
also means that it offers little in 
terms of shopping and nightlife. 
Eating being a national pastime, it 
does offer a wide variety of cuisines 
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sengers to Singapore a year alone. 
Access itself is not the issue hindering 
Malaysia’s tourism efforts. Almost all 
ts on air access, are on a reci- 
procal, bilateral basis. The problem is that 
while quite a number of non-Asian car- 
riers have access to Malaysian skies, they 
are not using it, said an airline source. 
Instead, the airlines use the MAS-Sin- 
gapore Airlines shuttle which flies 14 
times a day between Kuala Lumpur and 
Singapore for very little additional cost. 
In fact, direct flights to and from Asian 
ЕЙ же os i Unlike 
non-Asian airlines, Asian carriers use 


their rege of reciprocal flights. 
But t travellers to 
have of the relative scarcity 


abo к ккал 
capitals. There are, for instance, only 19 
direct per week from Hongkong, 
14 from Tokyo and 15 from Taipei. Even 
within Asean, only 11 direct flights fly 
into KL from ee and 23 from 


Bangkok 
iced up by by Visit Malaysia Year, 
Malaysia is advertising itself as a stand- 


Mas destination. But, Singapore adver- 


tises itself as part of a package holiday, in 
effect promoting Malaysia as its hinter- 
land. = Suhaini Aznam 


but the country's main attractions remain 
its beaches, underwater coral and hill re- 
sorts. 

False advertising is a real danger, how- 
ever, especially when it comes to family 
run, private establishments. The new Sibu 
island resort for instance, claims in its 
brochure to be just an hour's ride away by 
speedboat. Yet no speedboat exists, and the 
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Waiting for tourism's trickle-down effect. 
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single motor-launch that plies the route 
takes three hours one way, maintains only 
sporadic radio contact with its mainland of- 
fice — a wooden shed — and is dismally 
unreliable. 

Other tourists have complained of the 
Ulu Bendol cascades in Negri Sembilan 
turning out to be a knee-high gurgling 
brook; found Kelantan's "Beach of Passion- 
ate Love" littered with coke cans and deb- 
ris; and some stretches of sea along the de- 
ceptively picturesque east coast too danger- 
ous to swim in. 

With tourism and culture linked offi- 
cially under the same roof, the campaign 
has revived creativity in dance, stylised 
martial arts and traditional costumes. Un- 
fortunately, most performances are specifi- 
cally for tourists — in hotels and during cul- 
tural promotion weeks — with the inevita- 
ble sense of artificiality. Nevertheless, the 
emphasis on traditional performing arts 
will help keep the heritage from being swal- 
lowed up by pop culture, allaying the fears 
of cultural purists who saw Westernisation 
as a spinoff of tourism. 

Muslim Malaysia has already made it 
clear that it does not want to attract drug- 
peddling, unkept leftover hippie-types 
from the 1960s. It places a premium on 
families, staying at five-star hotels of 
course, but even back-packing youths 
should leave two things at home: drugs 
andeAIDS. Tourists are informed at all entry 
points that possession of 10 g or more of 
heroin, or its equivalent, carries a man- 
datory death penalty. 

Single male tourists will not find much 
to amuse themselves with in Malaysia, 
though the strict Islamic laws on sex and 
liquor do not apply to non-Muslims and 
foreigners. For the most part, Muslim fun- 
damentalists have chosen to ignore the bi- 
kini-clad sunbathers strolling on their vil- 
lage beaches. 

But it was telling that while 
{ Kuala Lumpur, dubbed the “Garden 

City of Lights,” planned an unend- 
ing tourist pageant for the year, 
Trengganu’s Chief Minister Tan 
Sri Wan Mokhtar Ahmad accused 
certain groups in his conservative, 
predominantly Malay state of 
sabotaging its programmes with 
daims that tourism brought moral 
decadence. 

Part of this antipathy could stem 
from the fact that the infant tourist 
industry has yet to have much 
trickle-down effect. It is the major 
hotels, tour operators and estab- 
lished handicraft centres which are 
currently raking in the dollars. The 
more enterprising cottage industries 
are enjoying some share of the trade 
but by and large, the ordinary 
Malaysian has little contact with, 
and therefore little to gain from, the 
much advertised tourist. a 
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Asian Frontier Nationalism: Owen 
Lattimore and the American Policy 
Debate ^y James Cotton. Manchester 
University Press, Manchester. £35 (US$57.70). 
Despite the adoption of a somewhat 
misleading title, James Cotton is to be 
congratulated on offering for a specialist 
readership a concise intellectual biography 
of arguably the most original and influential 
Chinese Inner Asian scholar of the 20th 
century. In this short book the author 
makes a brave attempt to chronicle Owen 
Lattimore's thinking and to locate it within 
the context of the troubled times in which 
he lived. 

Born to American missionaries in China 
in 1900, Lattimore worked for the Peking- 
Tientsin Times before joining a trading firm 
handling nomadic produce from Mongolia 
and Xinjiang. A trip in 1925 to Inner Mon- 
golia to negotiate the release of a trainload 
of wool caught between contending war- 
lords sparked off a life-long obsession with 
the steppe and desert frontiers abutting 
China, and the Altaic-speaking nomads 
who inhabit the regions beyond the Great 
Wall, where Lattimore was struck by the 
stark incompatibility of their pastoral exist- 
ence with that of the agrarian Han Chinese. 

Extensive travels in Manchuria, Mon- 
























Ethnicity and Ethnic Groups іп China 
edited by Chien Chiao and Nicholas Tapp. 
The Chinese University of Hongkong. No 
price given. 

In an apocryphal story an American 
journalist asks the president of Haiti 
what proportion of his island’s popula- 
tion is White. The president answers, 
“Oh, about 95%.” Puzzled, the jour- 
nalist inquires: “How do you define 
White?” The president replies by ask- 
ing, “How do you define coloured?” 
The American says: “Well, anyone with 
Negro blood is coloured.” “That,” says 
the president, “is our definition too; any- 
one with White blood is White.” 

If similar criteria were applied to 
China, many Chinese would have to be 
called “barbarian.” Historical expansion 
of Han Chinese colonial settlement and 
sinicisation of frontier “barbarians,” as 
well as repeated conquests by northern 
tribal invaders, has resulted in a great 
deal of intermixing, both racial and cul- 











Out of many, one 





Separating the steppe from the sewn. 


golia and Xinjiang and the learning of Mon- 
gol and Turkic tongues combined to spawn 
a prodigious output of books and articles, 
the originality of which was so striking that 
international academic recognition soon fol- 
lowed. In 1931, the year of Japanese expan- 





tural, so that a Cantonese may actually 
be closer in blood to a Thai or a Viet- 
namese than to a northern Chinese. 

The ambiguity in the definition of 
“ethnic Chinese” is not reflected in offi- 
cial policy, however, and in China one is 
either a Han or a member of a “minority 
nationality.” To which of the minorities 
a person belongs is a matter of govern- 
ment fiat, not always congruent with 
folk or subjective identity, so that a de- 
signated Yi, for example, may feel no tri- 
bal solidarity with another Yi. 

The symposium papers that make 
up this book, of a very uneven quality to 
begin with, deal patchily with the 55 
minorities, giving preponderant atten- 
tion to the southern tribes, in particular 
to the Naxi, a Tibeto-Burman-speaking 
people first studied with proprietorial 
devotion by Joseph Rock, the famous 
botanist. For descriptions of the north- 
west borderlands and their steppe 
nomads, the reader will have to look 
elsewhere. = Lynn Pan 
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sion in Manchuria, he began a life-long love 
affair with the Mongolian nationalist move- 
ment, becoming convinced that Mongol 
autonomy guided by the traditional nobil- 
ity, if not independence accompanied by 
social change under Soviet tutelage as prac- 
tised in Outer Mongolia, was a preferable 
alternative to cultural extinction through 
colonisation and absorption by the Chinese 
or subjugation by the Japanese expanding 
from western Manchuria. 

In his seminal work Inner Asian Frontiers 
of China, he set forth his main theories of 
the political motivation underlying the cy- 
clical nature of nomadic interaction with the 
sedentary life, the waxing and waning of 
Chinese imperial prestige dovetailing with 
the ebb and flow of nomadic strength on 
the steppes, thereby refuting Toynbee's as 
well as Ellsworth Huntingdon’s dictum that 
climatic desiccation was the root cause of 
the nomadic historical cycle. He also pro- 
pounded his famous theory of the strategic 
"reservoir" of marginal peoples existing 
along the frontiers between the steppe and 
the sewn whose loyalties change with the 
times and tides of Chinese versus nomadic 
power and who, therefore, traditionally 
held the key to dynastic change and for- 
tunes throughout Chinese history. 

In 1941, six months before Pearl Harbor, 
Roosevelt appointed him personal adviser 
to Chiang Kai-shek, a position he held until 
1942 when he returned to the US to become 
director of Pacific Operations of the Office 
of War Information. It was during this 
period that he became progressively disil- 
lusioned with the Kuomintang leadership 
and advocated accommodation with the 
Chinese communists, а position for which 
he would pay dearly in later life. 

In the McCarthy witch-hunt he was at- 
tacked for being a key communist infiltrator 
who so influenced State Department policy 
as to lead to the "loss" of China in 1949, His 
nightmarish ordeal did not end until 1955, 
when he was vindicated at the same time 
as the McCarthyite juggernaut ran out of 
steam, but by then his career was effec- 
tively ruined. Paradoxically, he was feted as 
virtually a national hero in the Mongolian 
People's Republic, where his many visits in 
the 1960s and 1970s culminated in his being 
awarded the Order of the Golden Nail. Ill 
health forced him to return to the US where 
he died in May of last year. 

In purporting to present an intellectual 
biography of Lattimore, Cotton leaves un- 
resolved a number of important questions. 
First of all, while the McCarthy years un- 
doubtedly traumatised Lattimore and cur- 
tailed whatever leanings he might have had 
towards a political career, did they trigger 
off a reassessment of his earlier academic 
contributions? Arguably not, since the 
reputation of Inner Asian Frontiers of China 
emerged untarnished and continued to 
exercise a signal influence on not only a 
succeeding generation of China and Cen- 
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tral Asian specialists but also scholars of 
nomadic people as far afield as Ethiopia. 
Secondly, how did the McCarthy ex- 
perience affect his opinions in later life, or 
could his lapses in judgment be traced to 
pre-war romanticism associated with the 
socialist cause? Particularly interesting are 
his apology for the Cultural Revolution as 
being a justifiable means of politically 
educating the Chinese people and his 
blaming the Pol Pot-instigated Cambodian 
holocaust on the brutalising effect of Ameri- 
can military involvement in Indochina. 
However, even before the McCarthy 
years, he had stressed the “incorporative” 
nature of Russian colonial expansion in 
Asia and the “attraction” exercised by the 
Soviet regime on the Central Asians as well 
as the “independent” stance of the Mongo- 
lian People’s Republic vis-a-vis its Soviet 
neighbour, myths which were savagely de- 
bunked at the McCarthy hearings by the 
leading Mongolist Nicholas Poppe. 
Thirdly, to what extent did Lattimore's 
celebration of Mongol pastoralism mask in 
the guise of scholarship what was in effect 
an elegy for a romanticised lifestyle in its 


twilight years? Is Mongolia currently the 
"pivot" of Asia, if it ever was? There is a 
general consensus that the last significant 
flexing of nomad muscle in Inner Asia was 
the Manchu conquest of China in the 17th 
century and, from a global perspective, the 
Arab revolt led by T. E. Lawrence against 
the Ottoman Turks in 1917. 

Is, for example, Lattimore's observation 
pertinent that the Japanese invasion of 
China in 1937 was bound to fail because it 
eschewed the traditional invasion route by 
land from the northwest along the Gansu 
corridor? It may be relevant to note that the 
Manchus triumphed in China despite the 
fact that Dorgan penetrated the Great Wall 
along the Yellow Sea coast rather than by 
an inland route. Alternatively, was his 
prognosis prescient that the days of seafar- 
ing imperial nations were numbered since 
the era of continental powers was on the 
rise? It would be interesting to assess his 
thinking in the light of ever-increasing 
American and Japanese global reach as we 
draw near the end of this century. 

Finally, how applicable is Lattimore's 
historical analysis to current frontier unrest 
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Roads and Rivals: The Politics of 
Access in the Borderlands of Asia by 
Mahnaz Z. Ispahani. 1. B. Tauris, London. 

£22.95 (LIS$37.80). 


Roads, or the lack of access to them, 
have been crucial in determining Central 
Asia's politics and development. In the lit- 
erature of the British Raj, colonialist explor- 
ers attached as much importance to the 
politics of obscure, tucked-away regions as 
to the routes that led to them. Those eccen- 
tric Englishmen were also defence strate- 
gists, but in the era of missiles and instant 
communications, the tradi- 
tion of knowing your roads 
well has disappeared. 

Mahnaz lspahani's fas- 
cinating book on Afghanis- 
tan, the Central Asian Re- 
publics, China and the 
Himalayan borderlands at- 
tempts {о revive ап old 
academic discipline that is 
no less relevant today. 

“The tyranny of terrain 
remains a stubborn reality 
. . . a route is both a geogra- 
phical and a political idea, 
both an end and a means,” 
she writes. That the creation 
of the state structures of this 
region has depended to a 
large extent on its accessibil- 
ity to outsiders is as true 
today as at the time of the 
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Access is all. 


Mongol invasion. In Afghanistan, the road 
through the Salang Pass from the Soviet 
border to Kabul is the lifeline of the Kabul 
regime. The Sino-Indian war in the 1960s 
and subsequent tensions between India and 
the Himalayan kingdoms like Nepal have 
resulted partly from the control of roads. 
А recent US Defence Department study 
acknowledges the importance of roads, 
stressing that American aid to Third World 
allies should be geared more to communi- 
cations building. Roads are the military in- 
frastructure for both superpowers and the 
means through which development pro- 
grammes and political influ- 
ence can spread. The Soviets 
invaded Afghanistan partly 
because the Soviet- and 
American-built roads pro- 
vided new accessibility to 
that landlocked country. 
The present unrest in In- 
dian Kashmir is creating far 
more strategic concerns for 
Indian and Western dip- 
lomats than similar unrest in 
Punjab, because Kashmir 
provides access to China, 
Pakistan and the Himalayan 
states. China's entire de- 
fence strategy in Tibet and 
along the Himalayas has de- 
pended on its ability to pour 
in thousands of workers to 
cut through some of the 
world’s worst terrain. 
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throughout Central and Inner Asia? De- 
spite his conviction that railway-fed coloni- 
sation by the Chinese in the 1920s and 
1930s would break the centuries-old histor- 
ical cycle of the rise of nomadic power syn- 
chronised with the decline of Chinese 
power, would the current nationalist u 
surge in the Mongolian People’s Republi 
infect the ethnic brethren in Inner Mon- 
golia? Would the rise in pan-Turkic con- 
sciousness from Azerbaijan to Tadjikistan 
to Kirgizia along the Soviet Union's soft Is- 
lamic underbelly spread to fan the flames of 
traditional Uighur hostility towards the 
Han in Xinjiang? 

Would all this added to Tibetan unrest 
lead to a dismembering of the People’s Re- 
public of China by the 21st century, thereby 
completing the historical process set off by 
the fall of the Qing dynasty which led to 
the secession of Outer Mongolia? 
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These are pressing questions which - 


ought to be addressed in a book dealing 


with Asian frontier nationalism. Cotton's : 
book may provide a good introduction but 


a definitive work remains to be written. 


= Daniel R. Fung — 


China’s long-standing political friendship 


with Pakistan, leading to a Chinese prom- _ 


ise to supply a nuclear reactor to Pakistan, 
has depended on China’s desire for access 
to the Indian Ocean. The Karakorum High- 
way, the highest road in the world, has 
been built to secure that lifeline. 

The chapter on Baluchistan opens up a 
little known area and in a nutshell post- 


ulates that the same inaccessibility that de- _ 
stroyed the armies of Alexander the Great 
in Makran served to hinder the Pakistan — 


Army's ability to curb the Baluch and fos- 


tered Baluchi nationalism. Roads there - 


have played a key role in attempts to unify 
and secure the frontiers of the post-colonial 


state of Pakistan. The emphasis on roads . 
for military purposes has also led to a criti- _ 


cal neglect of other development program- _ 


mes, which the author analyses in some 
depth, demonstrating that road building 
does not necessarily integrate nations. 


The entire region that Ispahani writes | 
about has now been breached by land . 


routes, but the harsh geography of the area 
still limits national integration and super- 


power influence. That is why the politics of 
Central Asia remain bound up with com> - 
plex influences and social structures. But — 


rather than focusing narrowly on routes, Is- 


pahani has the good sense and knowledge _ 


to create a much broader canvas, drawing 
attention to the other strategic concerns that 
pushed imperial powers forward. Her style 


is immensely readable. This is not just an — 
academic book, but a fascinating and easy - 
read for the armchair traveller, who by now · 
may want something a little more serious - 


than the personal exploits of intrepid travel- 
lers. = Ahmed Rashid 


WHERE TO PUT YOUR MONEY 








Parting of the ways 


UNTIL RECENTLY IT WAS SAID THAT when Wall Street sneezes, the rest 
of the world's bourses catch a cold. Japan now has the biggest 
stockmarket, but when it takes a tumble, other exchanges seem to 
be able to shrug it off. Tokyo's Nikkei index has slumped 13% this 
year, a drop that other stockmarkets have taken, more or less, in 
their stride. New York's Dow Jones Industrial Average has gained 
6% since the end of January and Hongkong, Kuala Lumpur and 
Singapore have been steady. 

Doomsters had earlier predicted that a collapse of the inflated 
Tokyo Stock Exchange would trigger a rout throughout the finan- 
cial world. This may happen, of course, if Japan were to approach 
the sort of panic which seized the US markets in October 1987, but 
for the moment, the damage seems to have been contained. Trad- 
ing in stock-index futures has had a whiplash effect on Tokyo's 
cash market, but this was less unsettling than the same phenome- 
non in the US two-and-a-half years ago. 


The relatively limited harm to investor confidence in the rest of 
Asia, as well as Europe and the US, shows yet again that a “global” 
capital market does not exist and will not arise until at least 40% of 
the world's equities and bonds are traded across borders (the cur- 
rent figure is less than 10%). The only instrument that approaches 
"worldwide" trading status is US Treasury bonds. 

In addition, Japan's stockmarket comprises 36% of global mar- 
ket capitalisation, which is enough to have dragged down the Mor- 
gan Stanley Capital International World Index this year, but is in- 
sufficient to force other stockmarkets to follow Tokyo earthwards. 
In its heyday in the 1950s, the New York stockmarket comprised 
80% of world capitalisation. It now makes up less than one-third of 
the world index. 

Tokyo may have survived the crucial maturation of a stock- 
index futures contract on 8 March, but there is still the question of 
where the yen will stabilise against the resurgent US dollar, which 


East European funds need careful study 


bloc buving 


T THE BEGINNING OF LAST YEAR, the 

US-based GT Europe Growth 

mutual fund was worth a modest 

US$8.5 million. Since then the 
fund has been transformed — by the end of 
the year it was worth US$375 million and 
now it is assessed at more than US$1 bil- 
lion, making it 1989's best performing US- 
based Europe mutual fund. 

The reason for the fund's success rests 
mainly on Eastern Europe's revolutions 
and neo-revolutions, and what some ana- 
lysts view as a major strategic 
investment opportunity in countries 
on the threshhold of transforma- 
tion from stagnant, centralised 
economies to freer, quasi-capitalist 
systems. Morgan Stanley has esti- 
mated that per capita output in East- 
em Europe and the Soviet Union is 
only US$2,500-3,000 a year, or less 
than one-sixth of the equivalent fig- 
ure in the US. 

Fund managers responded to 
growing interest in Eastern Europe 
by launching a battery of investment 
vehicles. Bear Stearns’ US-based 
Hungary fund, John  Govett's 
British-based counterpart, GT's 
Greater Europe fund and Martin 
Currie European Investment Trust 
are examples of recently developed 


Funds leap into the investment breach. 


By James Bartholomew in London 


packages aimed at Eastern Europe. In 
addition, some existing funds have 
changed their names and orientation — 
one switching from the somewhat pedest- 
rian Smaller Companies International Trust 
to the more lively F&C Germany Invest- 
ment Trust. 

However, one major factor not em- 
phasised, or even mentioned, in most of 
the promotional material pouring out from 
these funds is that with the exception of a 
few companies in Hungary, there are no 
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shares for sale in Eastern Europe or the 
Soviet Union. In the absence of a ready- 
made investment mechanism, the flood of 
money seeking an outlet in Eastern Europe 
has had to be diverted. While brochures 
carry such enticing headlines as “Eastern 
Europe opens up new opportunities” (F&C 
Germany Fund), money is actually being 
invested in West German companies. 

The West German companies Siemens 
and Deutsche Bank are among those most 
frequently suggested for a “perestroika 
portfolio.” These companies may in- 
deed derive some benefit from the 
changes in Eastern Europe in gen- 
eral and the likely unification of 
Germany in particular. But Siemens 
is a global company and its East 
European sales currently represent 
a tiny fraction of its international 
sales. While they may grow dramat- 
ically over the next few years, 
they are unlikely to ever account 
for as much as 10% of the com- 
pany's total. Siemens will almost 
certainly expand its manufacturng 
base into Eastern Europe, but its 
output from other regions can also 
be expected to increase. Similarly, 
Deutsche Bank will broaden its lend- 
ing and corporate finance operations 
in Eastern Europe, but it will be 
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in mid-March was even causing the Deutschemark to retreat. А 
rate of ¥ 170-180 to the dollar by the end of the year (against #152 
on 12 March), regarded as absurd not long ago, would be a night- 
mare for the inflation-conscious Bank of Japan. 

While equities march to different beats, bond markets are 
following each other down, because of their shared fear of higher 
consumer prices. Bond returns in Australia, Canada, Japan and 
West Germany dropped by 2.44.3% in February alone. Germans 
are understandably worried about the inflationary impact of 
reunification. Australia faces the prospect of continued high in- 
terest rates whoever wins the general election on 24 March. And 
now British Prime Minister Thatcher's troubles over the 
introduction of a poll tax are unsettling sterling and the British 
stockmarket 


Bond markets are likely to stay volatile for months, particularly 
in Europe, where economic growth is speeding up. Total returns 
on international portfolios could be much lower in 1990 than last 
year, when international bonds produced a meagre average re- 
turn of 6.8% in US dollars, as measured by J. P. Morgan & Co.’s 

bond index. The only bond markets that have produced 
positive US dollar returns in 1990 are those of Spain, Britain and 
I 


On the whole, though, equity markets thrive on uncertainty, 
so the moral for investors is to stay diversified. Emerging Markets 


many years before these account for more 


Soviet Union, the value of foreign invest- 


The humbling of Japan 





Investors Corp., which manages US$350 million in 17 markets, 
reckons this year's winners will be Mexico, Chile, Brazil, India, : 
Hongkong, Indonesia and Singapore. Overvalued markets are - 
Taiwan, Thailand, South Korea, Turkey and Greece, the firm says. 
But Seoul's stockmarket could well recover sooner than many ex- _ 
pect. m Nigel Holloway . 


JUNK BONDS 


than a modest minority of the bank's 
worldwide activities. 

West German firms best placed to bene- 
fit quickly from developments in East Ger- 
many are companies like Hochtief and 
Philip Holzmann, which could gain major 
contracts. However, the new investment 
funds have already targeted these and simi- 
lar companies — Hochtief has already risen 
to DM 1,185 (US$697), which puts it on а 
prospective price-earnings (p/e) ratio of 27 
according to Kleinwort Benson. Holzmann 
at DM 1,171 is on a prospective p/e ratio of 
47. Well-placed Austrian companies have 
also seen their shares climb to levels which 
amply recognise their improved prospects. 
The Austrian market has risen by almost a 
third this year as international money has 
poured into Vienna's small stock exchange. 

One of the few ways of taking a direct 
stake in Eastern Europe is provided by the 
Hungarian Investment Co., run by John 
Govett Management and quoted on the 
London Stock Exchange. The shares are 
currently trading at 60 bid, 65 offered and 
the net asset value is probably about 58, so 
there is a premium. The company aims to 
buy shares in those state companies due to 
be privatised, but even more important, it 
aims to take part as a passive investor in 
joint ventures between Hungarian and for- 
eign companies. This kind of activity makes 
it something of a venture capital company, 
which some investors might think too 
risky. But for those who want a direct stake 
without paying an enormous price, this 
company may be the best option. 

Joint ventures such as these are becom- 
ing the principal way in which East bloc 
states are being steered towards more 
market-oriented economic systems. In the 


22 MARCH 1990 





ment in registered joint ventures has risen 
from practically nothing in early 1987 to Rbl 
346 million (US$208.2 million) in the second 
quarter of 1989. Lazard Central and East 
European Investments, one of the latest 
funds, aimed to take part in joint ventures 
through foreign companies involvement in 
the Eastern bloc. Unfortunately for this 
fund, the stockmarkets wobbled just as it 
was coming to market and the launch has 
been "deferred." 

After the first surge of interest towards 
Eastern Europe's investment potential, the 
rush of money now seems to have slowed. 
One reason is higher interest rates, them- 
selves arguably the result of Eastern 
Europe's renaissance and its potential drain 
on resources and capital. Another reason is 
that it will take some time for the structural, 
political, bureaucratic and attitudinal 
changes to work their way through the 
often still-chaotic administrations in Eastern 
Europe. м 


Money to Moscow 
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Steel nerves 
needed 


By Jonathan Burton in New York 


ISRUPTING A COCKTAIL PARTY has 
D never been easier — simply an- 

nounce that you are considering 
buying into a high-yield junk-bond fund. 
Do not be surprised if people back away 
from you, coughing nervously; they proba- 
bly think you are a bit touched. 

For sheer investor hostility and fright, 
junk bonds and their respective mutual 
funds are hard to beat. The once-alluring 
junk market has become miasmic and rife 
with traps. Issues were billed as invest- 
ments that promised stellar returns and the 
security of a bond. Now even seasoned 
risk-takers will not touch them. 

The capital exodus from junk funds has 
been unrelenting. A report from the Invest- 
ment Company Institute, a Washington 
trade group, shows more than US$4 billion 
has poured out of the funds since July 
1989. At the same time, investors have 
added only about US$1 billion to depleted 
junk-fund coffers. The exodus was inten- 
sified in part by the spectacular default 
of Campeau Corp. on its bonds and the 
accompanying collapse of the US takeover 
market. 

But if one investors nightmare is 
anothers dream, then the question is 
whether the bottom of the junk pile has 
been reached. Is junk now just a victim of 
market panic? Are issues now so cheap that 
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luding several high-yield 
ind managers, the adverse 
limate and the shortage of 
buyers is a signal to reduce 
ish positions and take a sec- 
nd, selective look at these 
bonds. Some issues and the 
inds that invest in them have 
taken an unfair hit, swept up 
1 frenzied selling. Capital 
nt last year shaved between 
0%. and 20% from a typical 
. junk-fund’s net asset value. 
. The well-regarded T. Rowe 
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-Despite their name and reputation, not 
= all high-yield corporate bonds are junk. 
"Many obligations will be repaid on time 
nd will duly reward their investors. Other 
‘bonds may never again see par value, and 
funds that insist on holding them will suf- 























fer accordingly. 


existing junk bonds. 


ut up, or are they due for yet 


To some contrarian players, 


. Price High Yield Fund lost 25% of its 
assets in the last seven months of the 
. year; half the assets of the Dean Witter 
_ High Yield Fund vanished in a matter of 


Вог the foreseeable future, sellers will 
«continue to overwhelm buyers and the ride 
will be. correspondingly uncomfortable. 

nalysts predict the market will continue to 
. fall as big institutions are forced to dispose 
_ of their junk assets. Federal regulators have 
ordered savings and loans to unload high- 
yield investments by 1994. Thrifts hold 7% 
of the US$200 billion junk-bond market, 
while pension funds and insurance com- 
|| panies command another 45%. High-yield 
_ funds collectively own about one-third of 


Just junk? 












could be worthless. Foreign investors 
should also be aware that income from 
these investments is subject to US with- 
holding tax. 

The top-performing funds over the last 
year, according to Chicago-based research 
firm Morningstar Inc., include the T. Rowe 
Price High Yield Fund, the Fidelity High In- 
come Fund, and the Kemper High Yield 
Fund. Total returns last year for these in- 
vestments remained near break-even, con- 
sidered extraordinary under current condi- 
tions. Other respected funds are the Colo- 
nial High Yield Fund, the Eaton Vance 
High Income Trust and the SteinRoe In- 
come Fund. Among the most popular is- 
sues in the funds’ portfolio were the high- 
yield bonds of RJR Holdings, Kroger stores, 
Fort Howard paper, Phillips Petroleum, 
Safeway supermarkets and book publishers 
Harcourt Brace Jovanovich. 

But even the best funds have not been 
immune from adversity. The Kemper fund 
has recently been an underperformer. It 
has held positions in the troubled debt of 





| year. dts sibling, the Inv 
ment Portfolios High Yield 
Fund, was down a half-point : 
more. Similarly, both the T. - 
Rowe Price and Fidelity funds ` 
lost almost 5% by mid-Feb- 
ruary. 

In choosing a fund, obser- 
vers caution against trying to 
üme a market recovery. А bet- 
ter strategy is to choose a fund 
with a basket of top grade is- 
sues, preferably bonds listed 
on the New York and Ameri- 
can stock exchanges, and wait. 
“If you like a company and you think that 
i's not overleveraged, then the bonds are 
attractive because the market’s sold them 
off" advised Shearson Lehman Hutton 
analyst Ross Margolies. "If you're buying 
stuff with a 20% yield, you'd better know 
bankruptcy law." 

Psychology is also important. Even if 
junk bonds regain some former lustre, in- 
vestor confidence and a wider market 
would lag behind indefinitely. Perhaps no- 
thing is more relevant to junk bonds' recov- 
ery than the outlook for the US economy. 
To those optimistic for a healthy economy 
with low interest rates, high-yield debt 
should look attractive. 

By contrast, if the US slipped into a 
recession, servicing debt would become 
more difficult. Some. observers predict 
that in such a case 1595 of the junk-bond 
market could default this year. Yet some 
accounts insist the market is already dis- 
counting a default rate of 975 into its prices, 
inviting speculation that the worst may be 
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The trick for investors is to sift through 
_ the rubble for funds with more than a one- 
year track record and a portfolio to match. JAPANESE WARRANTS 
Some more aggressive players may hitch 
emselves to those funds which have re- 
cently been buying into the market weak- 


Jud n MU ME yields up to 8% Under arrest | 


_ However, it is funds holding better 
ality issues — typically yielding between 
%:апа 13%.— which are expected to con- 




























зу Anthony Rowley in Tokyo 


ITH JAPANESE STOCKS AND BONDS On the first section, blue-chip electronics 
e outperforming the many which yield still groggy after the February makers. such as Pioneer, Kyocera and 
апа more. Although their total return: crash, any investment in the Fujitsu Fanuk were still well up after the 
investment has languished in negative Tokyo market may appear foolhardy rather crash compared with their levels at the be- 
umbers over the past year, funds with than brave. However, there are oppor- ginning of the year. Many other similar - 
wer yields have produced better long- tunities for those with moderately strong stocks are now 20-25% up over their level 
rm results. Their more conservative em- nerves. two months ago; according to Peter Tasker... 
1asis indicates stable bond holdings or To begin with, the equity market has at Kleinwort Benson in Tokyo. 
sitions in cash and short-term govern- not slumped across the board. Price falls The Tokyo: market perceived that big - 
ent paper. have been selective on the first section (big exporters such: as these stood to gain from . 
-A buyer courageous: enough to ap- board) of the Tokyo Stock Exchange (TSE). the weakening ` yen — and that they are — 
ach. this market should take а micro- Second-section stocks have generally re- — cash-rich enough to shrug off rising borrow- 
ic, ed look at a particular mained firm, while those in the over-the- ing Costs. Electronics and precision · еп- 
ume that à fund with a counter (OTC) market which fell initially ginseng. ‘stocks are also seen as a geod, ee 
jun k and cahi is neces- have since more than recovered their hed - ош з 
losses. 























: sort tof rational reaction is remarka- - 


















falling market, and — 
es ts Japanese investors — 










have fone to. dominate light 
ding since the crash — may 
| ecoming more conscious 
fun damentals. 
ii those p. to take a 





ты of танан higher in- 
-terest rates plus contracting 
liquidity in Japan — the war- 
fant market DOS like a better 






Warrants representa geared, 
or leveraged, method of buy- 
ing stocks on the TSE. Each 
‘warrant usually confers the 
right to buy 300 shares of the issuing com- 
pany for a period of up to four years, after 
which the warrant, like an option, expires. 

The relationship which warrant prices 
‘bear to underlying stock prices is similarly 
geared. When the stockmarket moves up, 
warrant prices usually move up by five 
times as much, though the ratio on the 

down is nearer 3:1, according to 
Sharil Osgood at Baring Securities (Japan). 
Baring is one of the two biggest market 
makers in Japanese warrants, along with 
Fleming. 

As stock prices on the TSE first section 
have fallen by some 1575 on average since 
the beginning of this year, this would 
suggest warrants should have fallen by up 
to 45% in line with the 3:1 ratio. The fact 
they have actually fallen by around 3076 
(2:1) is taken by some analysts and dealers 
to suggest sentiment is still relatively bullish 
in the warrant market. 

Warrant prices are usually quoted as a 
percentage of the bonds they are issued 
with — which are usually denominated in 
US$5,000 multiples. Thus a warrant quoted 
at 25 — or confusingly often as US$25 — is 
at 25% of US$5,000, or US$1,250. At the 
height of the warrant bull market last year 

most warrants were quoted at more than 20 
án value, whereas nearly a half of them 
“have fallen to that level in the current mar- 
"ket. But even at the depths of the 1987 
“stockmarket crash warrants 
lid not fall below 15. 













| = downside potential 
vos imited. The Te po 


— the investor stands 
ke 25% (five as a propor- 








ature of the investment — 
remember each warrant repre- 
ts the right to 300 shares — 


that could add up to a great deal of money. 
Those nervously holding a portfolio of 
Japanese shares could opt to sell the shares 
and buy warrants representing the same 
stocks for a much smaller cash outlay and 
place the difference on deposit. If the mar- 
ket then falls they stand to lose only a mod- 
est sum, which is already offset to some ex- 
tent by interest on the cash deposit. 
Another advantage with warrants is that 
they can be dealt in at very small amounts, 
though brokers will not generally guaran- 
tee a spread unless the order is for at last 
250 warrants. 
While warrant prices have recently 





MALAYSIAN 





By Doug Tsuruoka 


ROHTS IN SECOND-TIER Malaysia 

bank and finance companies are 

primed to soar this year, and many 

investors have not been slow to see their 
potential. 

Analysts assert net earnings margins for 

these institutions will rise to the 2-2.5% 


level in 1990-91 -- compared to the meagre 


g Bank buys in Malaysia 
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Money in the banks © 


and finance companies like Developmen 







































traded once the major J - proporti tion ol 
issue has been exercised for shares 0 or ry j 


date. 
ا‎ efforts y japan. $ 


cess. Since the МОЕ а warrants 
be detached from pee bonds las 


years. But until ae pets an OTC mane 
in warrants, as distinct from u the 


0.6-1% posted during 1985-88 — now that 
steep central bank provisions regarding b 
loans and creating accounts covering 
least 1% of loans outstanding have be 
fulfilled. Coupled with an overall loan 
surge of 20% in 1989 and 30% estimated by 
some brokers in 1990, second string bar 








& Commercial Bank, 


Malayan Banking Corp. B 
lic Bank, D&C Bank, Sout 
Bank, Arab Malaysian ` 
chant Bank апа MBf 
anticipates average е 
growth of over 100% for 
portfolio cross-section in. 
1990 financial year, with an 
crease of nearly 60% in 1991 
This contrasts with 72% M: 





sion in earnings for the 1989 financial 
year. 

Some analysts maintain pre-tax profits 
in the banking sector would have moved 
sharply higher during the 1980s but for the 
impact of a recession triggered by the col- 
lapse in commodities prices. In addition, 
Bank Negara Malaysia's imposition of Gen- 
eral Provision 3 in 1985 — which slapped 
provisions of 100% against bad accounts, 
50% against doubtful accounts and sus- 
pended accrued interest if the account had 
not been serviced for 12 months or more — 
also sharply reduced profits. 

The central bank's agenda has now 
been met, and in the coming months in- 
stitutions will no longer be cramped by 
tougher risk asset ratios when meeting in- 
creased loan demand. The banking sector 
has since made a series of cash calls, and 
the expected earnings surge will sufficiently 
enlarge shareholders’ funds and existing 
loan bases. 











á ' 2 -a 

The bad news for potential investors is 
that share prices for some issues have al- 
ready surged, partly due to the enthusiastic 
response to a regionally based brokerage's 
promotional push. D&C Bank’s share 
price, for example, jumped from M$1.89 
(US$0.70) a share on 5 February 1990 to 
M$2.12 on 2 March. This compares with a 
price of M$1.20 in late May 1989. Neverthe- 
less, analysts say there is still an opportun- 
ity to go after smaller banking and financial 
issues. 


ullish fundamentals leave plenty of 
B room for future advances as the 


banking sector benefits from a boom 
in consumer spending and investments. 
Banks and financial institutions will also 
benefit later this year from expected central 
bank approval to impose charges for ATM 
transactions and other services. With huge 
infrastructure, construction and other 
erty-related activities forging ahead in the 


Aquino launches crucial fund to help fuel stock boom. 


PHILIPPINE FUND 


Money on hold 


By Rigoberto Tiglao in Manila 


HE LAUNCH OF A PHILIPPINE Govern- 
ment-backed fund less than a month 
before the December 1989 coup at- 
tempt again focused international attention 
on the nation’s chaotic politics, represented 
a rare stroke of luck for the country. 
Launched in New York on 9 November, 
the First Philippine Fund (ЕРЕ) slipped from 
a pre-coup high of US$18 to US$11.75 on 6 
March, below its US$12 offering price. But 
analysts say any sign that political stability 
has returned to the country could see the 
fund help fuel a stockmarket boom later this 
year, 


Pre-launch enthusiasm over the FPF al- 


lowed it to increase the offering from an in- 


itial US$93 million to US$107.64 million. 
With the fund mandated to invest at least 
80% of its net assets in listed firms here, 
some Р 1.8 billion (US$79.2 million) is poised 
to be injected into the exchanges. Some ana- 
lysts suggest the magnitude of such an infu- 
sion could be crucial at a period when pre- 
sent, and almost certain future, challenges 
to President Corazon Aquino's increasingly 
beleaguered government have emerged to 
effectively halt foreign investments in the 
markets 


Clemente Capital Inc., headed by suc- 
cessful Wall Street fund manager Lilia 
Calderon Clemente, has the sole preroga- 
tive for deciding on the FPF's investments, 
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country's shift towards an industrial econ- 
omy, as one broker says, "buying banks is 
buying Malaysia." 

Stock pickers warn, however, that price 
earnings ratios are unreliable guides for sec- 
ond liners as they fail to gauge future per- 
formance. As such, they are best assessed 
according to a combination of factors com- 
prising current earnings, growth potential 
— as expressed in the ability to increase 
total loans — and quality of assets. 

While D&C Bank and MBf Finance are 
surging on strong buy signals from brok- 
ers, another potential second-tier candi- 
date is Southern Bank — promoted for 
its snug market niche and ability to keep 
earnings on an even keel even during the 
depressed years of Malaysia's banking 
industry. On the finance side, Hong Leong 
Credit is cited for good earnings growth 
and the major contribution of its Hong 
Leong Finance subsidiary to financial year 
1989 earnings. м 





with Philippine National Bank's (PNB) 
Hongkong-based PNB Investments sub- 
sidiary serving in an advisory role. 

In order not to overheat or overwhelm 
the markets, the FPF would have to go into 
the exchanges both quietly and in relatively 
small amounts. Before December's coup at- 
tempt, Clemente Capital estimated it would 
take until May 1990, or six months after the 
launch, for the fund to invest 65% of its as- 
sets in the local stockmarket. Industry 
sources claim that because of the drastic 
change in the political environment, Cle- 
mente Capital has revised that timetable. 
As a result, the bulk of the FPF's assets are 
still in US Treasury bills. According to PNB 
Officials, the fund’s trustee, it has invested 
only US$1.2 million in the local exchanges 
so far, an amount less than the market's 
US$3-4 million daily turnover. 

This trickle, however, could suddenly 
turn into a torrent at the first signs of poli- 
tical stability. Despite the downtrend in 
world markets, analysts say if local ex- 
changes were to experience another bull- 
run it would have to be this year — before 
the world economy takes a steeper dive 
and, more importantly, as election fever in 
the Philippines heats up towards the 1992 
polls. 

Manila is hardly a place to keep secrets, 
and the first evidence of the FPF buying into 
particular issues could drive prices up. A 
few firms in the past two months — among 
them Kuok Philippines, Philippine Orion 
Properties and Saniwares — apparently 
were betting they could attract fund invest- 
ments by going ahead with their listings de- 
spite the political uncertainty. They based 
their decision on assertions by ЕРЕ officials 
that in addition to acquiring blue-chip is- 
sues, the fund would also be seeking issues 
that were fundamentally attractive but not 
heavily traded in Manila. а 
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Cathay Pacific. 
The Airline with Flight Attendants from ten, 
who smile in one common langua 






Like all our flight attendants. Annie 
Hui of Hona Копа was chosen lor 
her unique Oriental grace and charm 
As part of our dedicated Cathay Pacifii 
team, Annie provides in-flight service 
that is as efficient and cosmopolitan as 
Hong Kong itself. Whether they come 
from Indonesia, Japan, Taiwan, Singapore 
Malaysia, the Philippines, Thailand, India 
Korea or Нопа Kona, our flight attendants 
serve one single purpose. They help the 
new world of international travellers arrive 


in better shape 
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Arrive in better shape. 





SESDAQ STOCKS 


Underrated market 


By N. Balakrishnan 


HE TWO MAIN COMPLAINTS investors 

have about Singapore’s stocks are 

that they trade at very high price- 
earnings (p/e) ratios and that they do not 
allow investors to take advantage of one of 
the republics most dynamic sectors — 
manufacturing. 

Yet, Sesdaq, a section of the Stock Ex- 
change of Singapore (SES) that does offer 
stocks in manufacturing companies and 
where counters trade at more reasonable 
multiples, has been largely neglected. The 
average p/e of Sesdaq stocks, which was as 
low as nine last year though it has now 
risen to 13, is still below the 20 that is aver- 
age for the main board. 

The problems of Sesdaq spring not 
from the fundamentals of the 14 companies 
listed but from the trading problems brok- 
ers have encountered because of the un- 
familiar market-making system and its 
role as a pioneer of scripless trading in 
Singapore. 

To trade Sesdaq shares, investors have 
to open an account with the Centralised 
Depository System. But many have 'been 
reluctant to open yet another account. 
Meanwhile, brokers found that despite Ses- 
daq's automation, there was still a great 
deal of paper work involved. Since vol- 
umes were thin, the amount of work did 
not seem worth their while. 

Broker reluctance meant that Sesdaq 
trading was lacklustre and that prices were 
nowhere near the lofty multiples com- 
manded by stocks on the main board. As a 
result, companies seeking new listings 
have shied away from Sesdaq. 

But in September last year a closed- 
end fund was set up specifically to invest in 
Sesdaq stocks. The London-based fund, a 
joint venture between Oversea-Chinese 
Banking Corp. and London brokers Hoare 
Govett, was capitalised at £20 million 
(US$33 million). 

The start of the fund led to a short-lived 
boom in Sesdaq stocks. Prices and volumes 
started improving in the belief that large 
amounts of foreign money would soon be 
entering the thinly traded market, leading 
to a sharp rise in prices. 

In the event, foreign money was smart- 
er than that. The fund is said to have 
“warehoused” stock with brokers before its 
formal launch. As a result, price move- 
ments since the launch have not been as 
sharp as they were before it. 

The splitting of the Singapore and Kuala 
Lumpur stock exchanges has also proved 
to be an unexpected enemy of Sesdaq. The 
split was announced in October last year, 
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just as trading in Sesdaq was picking up. In 
retaliation, Singapore listed many of the 
Malaysian stocks, which trade at low nom- 
inal prices, in another section of the SES call- 
ed the Centralised Limit Order Book (Clob) 
International. 

Clob has been the star attraction in Sin- 









gapore since the beginning of the year 
and volumes have soared. Its success 
has detracted from Sesdaq's surge which 
is already on the wane. Volumes on 
Sesdaq are still growing, but at a much 
slower pace than on Clob or the main 
board 


However, Sesdaq may yet stage a come- 
back. Although it has been successful so 
far, Clob operates in a realm of legal and reg- 
ulatory ambiguity because the Malaysian 
authorities have said that they do not recog- 
nise it. 

So far, trading has been sufficient to 
satisfy brokers on both sides of the Cause- 
way. But March saw Clob suffer its first real 
hiccup as Malaysian brokers, . struggling 
with a mounting backlog of unsettled 
shares, turned down orders from Singa- 
pore's brokers. 

Once Clob becomes the subject of sanc- 
tions by Malaysian brokers, as seems likely, 
volumes will dry up. When that happens, 
investors looking for cheap buys in Singa- 
pore may again turn to Sesdaq. 

For the investor who expects Singapore 
to make further gains, an investment in 
Sesdaq stocks, which have not risen as 
much as the main board and therefore 
resent a smaller downside risk, should be a 
sound buy. г 





GLOBAL FUND 


Slow but sure 


By Michael Taylor in Hongkong 


HE POINT OF GLOBAL diversification is 

to cut investors' exposure to the vol- 

atilities of particular markets. The 
theory is that while individual markets are 
tossed and squeezed by bull and bear, the 
great global aggregate market grinds in- 
exorably on. 

The mathematics are impeccable, which 
is why National Mutual's Global Fund, 
launched in Hongkong on 9 February, 
should have appealed to widows, orphans 
and Asian investors keen to get some pre- 
dictability and stability into their portfolios. 

National Mutual claims that the fund is 
the first unit trust — a non-floated open- 
ended fund with prices worked out on a 
net asset value (NAV) to unit basis — to offer 
Asian retail investors a global investment 
strategy. 

The nub of this claim is the way in 
which National Mutual determines its in- 
vestment strategy. Strategic decisions on 
weightings of currencies, countries, and 
type of instrument are made by the 
grand-sounding International Strategy 
Committee — essentially the product of 
a fortnightly conference call between 
National Mutual's economists, managers 
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and researchers throughout the globe. 

Specific sector and stock decisions are 
left to National Mutual's fund mana 
in Hongkong, Tokyo, New York, Los 
Angeles, London and Melbourne. Theoret- 
ically, the fund can invest in any instru- 
ment, including options and futures, in any 
market in the US, Europe, Japan and the 
rest of Asia, and Australia. 

Launched on the eve of the Japanese 
stockmarket crash, with a prospective 43% 
weighting in Japanese equities, the fund 
has attracted only US$10 million, and John 
Snelgrove, managing director of National 
Mutual Investment Services, admits that 
this is only about half the fund's optimal 
size. The fund is currently staying very 
liquid and reassessing its investment stra- 


Apart from its unfortunate debut tim- 
ing, investors should note that the fund is 
designed solely for moderate but stable 
long-term capital growth, and disburses no 
income. Minimum investment is low at 
US$1,000, but charges are hefty at an initial 
6% of NAV incorporated in the National 
Mutual's bid-offer spread, and annual 
charges of 1.25% of NAV. a 
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It is no longer sufficient for in- 
vestment banks to offer issuer or 
investor clients advice purely on their 
domestic capltal market. 

These days, after all, investors 
are focusing more and more on 
global sector trends. Not just at an 
individual country's investment. 
potential pr 

Thats why, at BZW, we save 
one of the world's largest teamis of 
economic, fixed income and equity 
analysts. 

They provide the cross-border. 


intelligence on 21 countries and 2000. 


companies which backs up our ability” 
DAVID BANDS O ЫЛЫО | TA "EE POM to value and place securities, and 
CHIBE EXECUTIVE, cco 0] TM | Мун support an after market in those 


aS ERE АД UT securities, throughout. the world. 
[E GLOBAL EQUITIES MARKET | 


Whether it's bonds, swaps, other 
hybrid instruments or equities, we 
can now produce the right inter 
national investment package for any 
chent, anywhere in the world. 

Indeed, we now have the re- 
sources to help industry and business 
treat the warld as one market, 

Just as we treat it as one invest- 
ment market. 

To find out how David Band's 
view of the investment market could 
help your business, send your 
business card to him at the address 
below. Or telephone usin Hong Kong 


on 5 8415123 


к НЕЕ PV ES SRNE HAM WINGS ARAL OP НЫНА 


Barclays de Zoete Wedd, Ebbgate House, 
2 Swan Lane, London ECAR STS 
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Located in one of the world's smaller countries, SWISS LIFE 
had to think big right from the start. 

Take employee benefit planning, our specialty. Today's 
multinational companies demand = but usually don't get ~ cost- 
effective employee benefit plans that perform well where it 
counts most, at the local level. 

In the early '60s while other companies rested on the 
laurels of past achievement, we quietly went to work to create 


the SWISS LIFE Network, now considered by many the world’s 


“most efficient insurance infrastructure of its kind. 

^: Market-leading local insurers, Known for their commit- 
ment to SWISS LIFE's high standards, design the best available 
tailor-made employee benefit plans that not only dovetail with 
local conditions, but also reap the practical benefits of the inter- 


BANGKOK | LIFE ASSURANCE LTD. 


Bankok insurance: Building, Ath FL, 
302 Silom Road 
Bankok 10500 / Thailand 


national synergies generated by the SWISS LIFE. Network. - : 

If you manage a a subsidiary, contact your local SWISS LIFE | 
Network Partner - as a market leader in your country, he's eas: 
to find. And if you are in parent-company management, thin 
big and call us direct at Switzerland. 4/206-5 791. 


THE RIGHT DECISION 
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Invest offshore with Halifax Building Society, 
and we'll steer you clear of troubled waters with two 
complementary, Jersey-based, sterling deposit accounts. 

First, HALIFAX DEPOSIT INTERNATIONAL. 
It's a variable rate, instant access account, With 
no penalties and no minimum time limit, it has a 

р minimum investment level of £1,000. 
The interest rate automatically rises on the 
Whole investment as your balance steps up. 
E CN ا‎ You сап also set up standing orders, direct 
E e debits and have your interest paid direct! 
into your UK or Channel Island bank account. 
Then there’s our new account, HALIFAX 
3 | FIXED RATE INTERNATIONAL. The interest rate on 
= ` your account is fixed on the day that we receive 


= OPENA HALIFAX 
FIXED OR VARIABLE RATE ACCOUNT AND 
.. YOU WON'T GET YOUR FEET WET. 


P м 5 = your funds for a period of 12 months and there is a 

! 4 : minimum investment level of £10,000. 

Being Halifax accounts, vou can expect highly 
competitive interest rates. And being offshore, we 
can offer vou high interest with no UK income 
lax deducted. 

Both accounts are only open to people who 
are not ordinarily resident in the UK. And both 
accounts have the added option of monthly interest. 

If vou would like more detailed information 
including conditions of issue, and our current interest 
rates, vou can ring our Halifax Jersey Helpline on 
(0)554 59840. Or send in the coupon below. 

You can rely on the Halifax to save vou from 
a soaking. 


` 


— س س س —  —M c‏ سس سس — — 


| to Halifax Building Society. International Investment Unit, Ingouville | 
| House, Ingouvitle Lane, St Helier, Jersey, Channel Islands. 1 

Pease send me details of: HALIFAX DEPOSTE INTERNATIONAL) andor | 
| HALIFAX FIXED RATE INTERNATIONALS] including current interest rates. 
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THE WORLD'S N*«1 
Halifax Building Society, International Investment Unit, 


Ingouville House, Ingouville Lane, St Helier, Jersey, Channel Islands. 
Fax No: (001554 59280 Telex No: 4192584. 


By opening а deposit account you become a depositor with 
the Society. Depositors are not members of the Society. Only members 
can attend at meetings of the Society and only certain members can vote 
on resolutions. Copies of the most recent audited accounts are available on 
demand. Halifax Building Society's principal office is in Halifax. UK. 
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COMPANIES 


Food group RFM takes on Philippine giant San Mig 


Flour power in Manila 


By Rigoberto Tiglao in Manila 


hilippine companies generally do 

not manoeuvre themselves out of 

their comfortably protected mar- 

kets and into head-on competition 
with the mighty San Miguel Corp. 

But with the recent acquisition of a soft 
drink firm and an ice-cream firm, basic 

p, RFM Corp., which has 
long profited from its oligopolistic posi- 
tion in the domestic flour milling market, 
has done just that. And now it also wants 
to get into brewing. Bold or foolhardy, 
such a shift in strategy could only have 
been influenced by someone with 
experience of how vulnerable RFM's 
market position could be. Signific- 
antly, RFM’s patriarch is Jose Con- 
cepcion Jr — trade and industry sec- 
retary. 

RFM's recent moves demon- 
strate how Philippine companies, 
their coffers filled by three years of 
consumer boom, have started alter- 
ing their long-term aims and ambi- 
tions. 

Some analysts view RFM's new and 
planned acquisitions as bearing the 
hallmarks of an impatient, 31-year-old pre- 
sident, Jose Concepcion III (Concepcion Jr's 
son), who wants to turn what is basically a 
flour-milling company into a “San Miguel 
overnight.” 

Concepcion III himself justifies his in- 
vestment programme using strategic-plan- 
ning jargon. He points out that RFM has 
long relied on products which are “price- 
sensitive.” What he means its that its major 
products — flour, chicken, meat products 
— are basic foods which have been subject 
to government price controls. The govern- 
ment could lift those controls at any time, 
as his father, Aquino’s trade secretary, is 
painfully aware. Under Marcos, RFM's flour 
mills were to the brink of bank- 
ruptcy when import duties on flour were 
cut, 

What the company needs, Concepcion 
Ш explains, are products which could de- 
velop consumer loyalty through brand 
identification. Such non-basic food items 
could not be subjected to price controls. 

If this sounds like merely aping San 
Miguel, he argues, “there is definitely room 
for more than one San Miguel Corp. in the 
country.” He might have added that in any 
case, there are few other role-models for di- 
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versified Philippine conglomerates. This 
may explain RFM's recent acquisitions: 
P San Miguel Corp. has its Coca-Cola 
bottling operations; so Concepcion Ш set 
his sights on PepsiCo's Philippine opera- 
tions, and was prepared to pay 
P1 billion (US$44.05 million) for them. It 
was not enough — RFM was outbid by the 
Lorenzo conglomerate, a Mindanao-based 
banana exporting group. Undaunted, Con- 
cepdon quickly engineered the purchase 
for P250 million of Cosmos Bottling Corp., 
a 7l-year-old company producing a local 
royalty-free soft-drink. 

REVIEW sources claim that Concepcion 


RFM's rapid growth 
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Ш'$ predecessor Augusto de Leon as well 
as RFM's top executives voted against the ac- 
quisition, arguing while Cosmos has its 
own niche — 9% of the market at most — 
it will not be able to expand against the op- 
position of San Miguel's Coca-Cola and 
Lorenzo's PepsiCo. 

Although Cosmos has a price advantage 
because it pays no royalties — for Coca- 
Cola and Pepsi, royalties account for up to 
2096 of the retail price — its Achilles Heel is 
its lack of bottling capacity. If a market war 
erupts, the two soft-drink giants could sim- 
ply purchase and hoard 
Cosmos bottles, effectively 
checking a Cosmos expan- 
sion. 
> San Miguel has its lucra- 
tive Magnolia ice cream 
line which commands 70% 
of the market. In res- 
ponse, Concepcion III 
bought his own ice-cream 
company, the 51-year-old 
Selecta Dairy Products. In 
some ways, it is quite like 
Cosmos — a family-owned 
firm with only 5% of the 
market. 

Selecta’s selling point 
is that it uses carabao (water 


№. 
„Ф. 
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buffalo) milk to produce a rather pleasant 
non-artificial taste. However, it would take 
huge amounts of such milk for Selecta to 


pose a threat to Magnolia, and there simply 
are not enough local carabaos. Con- 


ion Ш, however, is confident that - 
a suitably talented additive expert could — 


brew up something tasting much the same 
but using more readily available ingre- 
dients. 

> San Miguel, of course, also brews beer, 


and sure enough, Concepcion is after that, — 


too. He says that RFM is actively seeking a 
partner in the brewing business. RFM offi- 
cials recently held extensive talks with a 
| tative of Heineken NV of 
5 the Netherlands, though the RFM 
chief says that no conclusive agree- 
ments had been reached. Concep- 
cion emphasises that "beer is defi- 
nitely a plan." 


all, be a dever move — with San 
Miguels convoluted ownership 
problems and with Chinese-Filipino 
groups ready to pounce on the com- 
pany through proxy fights (REVIEW, 
8 Feb. and 11 May '89), RFM could be posi- 
tioning itself to take advantage of San 
Miguel's weakness. 

The decision to diversify from flour 
milling cannot have been made lightly. 
Flour milling — RFM's original business, the 
initials stand for Republic Flour Mills — still 
accounts for up to 40% of its revenue which 


totalled P3.5 billion in 1989. However, sales 


and Joseph Server families. 
By law, Concepcion Jr had 
to dispose of his interests in 
the group when he became 
a member of Aquino's gov- 
ernment. 

Flour milling is a highly 
protected industry; RFM to- 
gether with seven other 
mills constitute an oligopoly 
which was engendered by 
the import-substituting in- 
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1950s. The effective rate of — 
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, puted by the Tariff Commission at 65%. 


without the oligarchy would be like — 
under Marcos, crony Eduardo Cojuangco 

. persuaded the government to halve the 

: 30% import duties on flour. This cut flour 

. prices, and pushed the mills to the brink of 

. bankruptcy. 

Whether the company is wise to go toe- 
to-toe with San Miguel and the other giants 
which dominate the Philippine economy is 
not clear. What is clear is that the strategy 
has so far been executed with considerable 
business acumen and that the Concepcion 
family has assembled impressive financial 

: backing to do the job. 
|... Manilas business community is still 
~~ curious about why the Wong family, which 
«^; ^ had owned Cosmos for seven decades and 
had spurned dozens of offers, agreed to the 
_ buy-in. In the case of Selecta, RFM drove a 
_. wedge between members of the family in 
. ` order to get in. But in both cases, clan pride 
« was accommodated: chairmanship of Cos- 
.. mos Bottling was given to a Wong family 
. ` member and the family retained 30% of the 
firm. The Arce family which had owned 

Selecta were also allowed to retain 30% 

ownership. 
>». The purchase of Cosmos also reflected а 
-. wel-thought out financial plan. REM re- 
. qruited as а 10% partner the cash-rich 
|. Philippine Amercian Life Insurance Co. 
|. (Philam), the country's biggest US-owned 
. insurance firm. The Philam connection 
could be crucial for RFM's future plans — a 

_ tie-up between Philam and КЕМ could 

. emerge as a financial-industrial alliance cap- 
_able of taking on both the Sorianos of San 
_ Miguel and Lucio Tan of Asia Brewery. 
|... Further, for the Cosmos acquisition КЕМ 
involved not only Philam but the US ven- 
.ture-capital firm Hambrecht and Quist 
(нао) which put in P40 million — half its 
- total Philippine equity exposure. H&Q's par- 
. ticipation will provide Cosmos with the ex- 
|. pertise and international contacts that the 
_ Soft-drinks firm will need. 

Nevertheless, RFM's moves could leave 
the firm vulnerable in its core market — 
flour. Main rival General Milling Corp. has 
initiated a P1 billion expansion programme 
-for its mills that will expand its capacity to 
1,500 tonnes a day, beating RFM’s 1,250 ton- 
nes. Five new firms have recently entered 
-the industry, bringing on-stream further 
. capacity of 1,500 tonnes a day. 

:  Manilas gossip mills have always 
“churned out allegations that DTI secretary 
-oncepcion has used his position to favour 
RFM. The charge has been repeated so 
often, and has made him so unpoj 
_ politically that his downfall was widely, but 
“incorrectly, predicted in last December's 
cabinet reshuffle. Many of Manila's eco- 
nomic officials view Concepcion as a lead- 
ng proponent of protectionism and regard 
his as not unconnected with his flour- 
illing interests. ы 























Concepcion Jr has a fair idea of what Ше _ 





Hongkong's spending те is not what it seems 


Jacobs the ju 


By Philip Bowring in Hongkong 


ongkong’s budget for the coming 
fiscal year announced on 7 March 
by Financial Secretary Sir Piers 
Jacobs might be accused of being generous 
to the point of irresponsibility, but appear- 
ances are deceptive. The budget provides 
for a 24% increase in spending for the year 
beginning 1 April, following an estimated 
29% leap in the current year that will take 
spending above the targeted level. In terms 
of real GDP, the increase translates into a 
1076 rise in government consumption and 
15% jump in public-sector investment. 
All this planned spending looks out of 
keeping with Hongkong's traditional fiscal 
conservatism. It will come at a time when 


Hongkong GDP 


4990 


1989 | forecast | 


the economy is showing only modest 
growth — a forecast 3% for the current 
year, following 2.5% in 1989 — exports are 
slack and inflation is high. Moreover, it will 
come before huge infrastructure spending 
on new airport and port developments gets 
under way. 

Although a small budget surplus in the 
coming year is expected, the size of pub- 
lished reserves, about HK$71_ billion 
(US$9.1 billion), will fall in real terms. The 
government’s medium-term forecast indi- 
cates that these reserves will decline as a 
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percentage of annual spending to less than 
40% by the year beginning 1 April 1994 
from a high of 95% two years ago. 

Some observers suggest that in the run- 
up to 1997 and Hongkong’s changeover to 
Peking’s rule, the government is more con- 
cerned with pushing GDP growth and satis- 
fying the spending demands of various in- 
terest groups than with fiscal conservatism. 
The government also knows that the land 
fund for the post-1997 administration is al- 
ready HK$16 billion — and growing by 
HK$6 billion a year — and needs to be 
taken into account in any assessment of the 
total reserves picture. 

The spending surge has fed concerns 
in Peking that Hongkong's coffers will 
be empty by 1997. 

The situation, however, 
is not as bad as it looks. A 
combination of accounting 
manoeuvres and the inclina- 
tion to squirrel away money 
for the future in secret 
hideaways has overstated 
actual spending. And if 
there is political concern in 
one quarter about rapid 
spending, there is pressure 
from another not to show 
too large a surplus, which 
would increase demands for 
more spending. 

In the curent year, 
spending has been in line 
with the budget forecast, so 
no cause for alarm there. But 
after years of constraints, 
reasonable demands for heal- 
th, education and other so- 
cial spending could nolonger 
be avoided. For the coming 
year, general expenditure is 
budgeted to rise 25%. But 
НК$8 billion of this is an in- 
crease in outlays for miscel- 
laneous services, which is 
essentially a contingency fund. The exclu- 
sion of this huge, unexplained item nar- 
rows the spending increase to 1276, or only 
slightly more than nominal GDP growth. 

Likewise on capital spending. Some of 
the overspending in the current year has 
been the result of higher construction costs. 
But most of the estimated HK$4 billion ex- 
cess can be accounted for by unscheduled 
land purchases and a capital injection into 
another government body, the Housing 
Authority, which is not necessari re- 
ected і in increased iind o on cac 





g year, HK$4 billion of the - 


pending by capital funds 
e accounted for by a new capital- 
investment fund. This will provide an 
mu base for the yet-to-be-created new 
airport authority. But little of the money 
be spent in the year. 
f the government is overly pessimistic 
it the fiscal situation, it is perhaps too 
mistic about the economy. Its forecast 
of 3% GDP growth for the current year is at 
the top end of private-sector estimates. It 
also assumes that exports will rise 3% on 
the. back of 6% growth in OECD-manufactur- 
ed imports and 3% growth in sales to 
China. One problem with these targets, 
however, could be declining competitive- 
ness. Hongkong/s inflation is likely to stay 
around 8.5%, making the territory's pro- 
ducts costlier. The recent rise in the US dol- 
lar will further squeeze manufacturers. 

: The Hongkong economy remains in the 
curious position of exhibiting continued 
wage pressure while demand growth is 
‘modest. This reflects a marked decline in 
the labour force-participation rate as well as 
the outflow of skilled labour. 

The government expects only modest 
growth in domestic demand in the coming 
year. Аз a result, the merchandise trade 
surplus is expected to remain small, while 
the overall trade surplus is forecast to hit 
HK$40 billion. With asset prices flat and 



















Hongkong ѕ shrinking surplus - 





interest rates tracking those in the US, this 
figure is a graphic illustration of the mag- 
nitude of capital outflow. 

On the tax front, Jacobs again put off his 
idea for a wholesale tax to broaden Hong- 
kong's tax base and reduce its reliance on 
direct taxes. The financial secretary did, 
however, take the simplest method of 
doing both by increasing property rates to 
raise an additional HK$1.3 billion (REVIEW, 

28 Jan. '89). Otherwise, tax changes were 
-confined to the usual increases in alcohol, 
- tobacco, betting and car taxes, and adjust- 
-ments to salary-tax bands. 
Jacobs mentioned the possibility of re- 
ducing stamp duty on share trading as а 
means to bolster the territory's stock- 
“market, though he said the issue needed 
` further study. With Singapore having an- 
nounced a week earlier the abolition of 
-ştamp duty when its stockmarket moves to 
. scripless settlements, Hongkong may need 
move fast to keep its stockmarket in the 
ional forefront. u 










































































Given the entrenched gun-culture of the Philippines, President Conon Y 
inability to bite the bullet would seem to be a triumph of nature over nurt 
. Вір business can plan to deal with coups and dictatorships — but no o 

can hedge against incompetence. So business in Manila is finding the prospect c 

drifting and chaotic administration incapable of recognisi 8 and fores аш c e | 

just as worrying as overt political instability: с M | 
The crux is Aquino’s inability to spot problems before they develop i into ‘crises, * 
and to achieve even the most rudimentary governmental coordination to prevent 
them in the first place. Two recent controversies have highlighted the problem 
> The Department of Trade and Industry (DTI) has long been keen on establish 
industrial estates, both to woo foreign investors, and to diffuse economic activity | 
away from congested Metro-Manila. One such major project was a 230-ha industrial 
estate in Cavite, about 20 km south of Manila. It was to have been a showcase ofin- 
ternational cooperation: Japan's Marubeni Corp. took a stake in the First Cavite In- 
` dustrial Estate Corp., and at least five major foreign f firms, inducing Toyota Mo г. 
Corp., agreed to set up factories on the estate. US 
The prs National. Development Co. owned the land, but it had apparent r 
reckoned without an Agrarian Reform Department newly fired with enthusiasm by 

Florencio Abad. Abad is under pressure from farmers’ groups over the faltering 

land-reform. programme. 

Abad invoked his department's authority under the Comprehensive Agrarian 

Reform Law апа called a referendum among the 180 tenant farmers to decide 

whether they approved the conversion of the lands into an industrial estate. Se- 

venty-nine farmers voted and rejected the plan. Toyota Motor Corp., together with | 
two other Japanese firms, promptly announced their withdrawal from the proje. 

The Agrarian Reform Department may well have strong grounds to c ethe : 
conversion of the lands. Still, the signal sent to the business community is tha 

Manila is riven by infighting. | 

> With dwindling international reserves and a trade deficit that hit a record 0960, 6 

billion last year, Manila’s finance officials had been looking forward to seling a a 

3,200-mz2 lot in Tokyo. s 

Not only did Manila lack the foreign exchange to develop the land, or even. re 
pair the derelict building on it — more importantly, the land was to fetch 





at least US$235 million, which could have been used to retire about double that 


amount of foreign debt, given the rate of discount on Philippine debt in the second- 
ary market. R 
The Aquino government stopped a scheduled auction last year after the Senate ut 
voted to study the matter and give its findings within six months. Just days after the _ 
scheduled 21 February auction — announced not only in Japanese newspapers but _ 
even in international publications — the senators started raising objections. Their _ 
complaints ranged from the claim that only Congress can decide on the fate ofthe | 
` lot which formed part of Japanese war reparations, to the allegation that it was tan- _ 
tamount to selling the country's "heirlooms." The Supreme Court later issued = 
order to stop the auction without commenting on the case. mE 
Whatever the complexities of the issue, it has demonstrated once again tha 
an internationally announced government plan could be subject to chan; 
aled how the government was una 





at the last moment. Worse, it has reveale 
cipate the outcry. i up 
This is exactly the weakness pinpointed more tha 
of the Philippines’ College of Public Admin istration study of how № 
works. The study’s main conclusion was that the Office of the President was. 
being swamped. Malacanang has no “policy-issue analysis” group to. sort outwh 
Е: needs immediate attention, and what is merely routine. oe 
. . When Aquino first came to office, this task was. accomplished by Joker Arr 
7 However, he was ousted in 1987 as a sop to the restive military — on the v 
. legation that he was a “leftist.” Aquino has felt unwilling or unable to inst 
` central strongman, which is why her а Imini istration is becoming h mish 
. têma REE ‘WER 
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By James Bartholomew in London 
Government are “of the dear opinion 
m.that the funds with which the Al- 
.Fayeds acquired House of Fraser accrued 
to them through Mohamed’s [Al-Fayed] 
-association with the Sultan of Brunei." 
-This is one of the central conclusions 
. of. an inquiry into the takeover in 1985 
^. of House of Fraser, the stores group which 
(bo the famous Harrods store in 
- Knightsbridge, London. 
. The other conclusions of the report 
Which dominated the front page of most 
- British newspapers were: 
В That in pursuit of the takeover of 
House of Fraser, the Al-Fayed brothers lied 
to their advisers, the press and the govern- 
ment about their origins and 
тей wealth; 
_» That they lied when they 
claimed to have paid for the 
. . House of Fraser entirely out of 
their funds; 
(o That they continued lying 
|| when giving evidence to the 
| inspectors under solemn affir- 
. mation. 
|. The main thrust of the re- 
^. port has already been reported 
. in the REVIEW as a result of leak 
through The Observer news- 
paper (REVIEW, 13 Apr. ‘89). 
But publication of the full re- 
port provides some illuminating detail. 
-The Sultan, who is a frequent visitor to 
топ, declined to assist the inspectors. 
ccording to the inspectors’ report: “He is 
Very anxious not to impair his right to 
Sovereign immunity . . . " The inspectors 
note that: "We . . . had no powers to obtain 
access to the private bank accounts of the 
Sultan," The inspectors also note that the 
Sultan denied involvement in the House of 
Fraser affair through an article in the Sunday 
graph newspaper. 
Despite the denial and the refusal of the 
Sultan to assist them, the inspectors 
nevertheless concluded: "The evidence 
pointing to Brunei is very strong indeed." 
. Leading up to this condusion, the in- 
spectors bring together a wealth of evi- 
dence concerning the rise and fall of the re- 
lationship between the Sultan and Al- 
Fayed. The chronology alone is telling. 
There is no dispute about the fact that in 
early part of 1984 there was ever-in- 
ing contact between the Sultan and 

































у ficial report links Brunet to Harrods purchase 





Fayed’s own evidence, he became a trusted 
confidant of the Sultan. 

In June that year, £50.5 million (US$83 
million) was transferred from Citibank, 
Zurich, to an account in the name of the Al- 
Fayeds at Royal Bank of Scotland, London. 
In July a company called Hyde Park Invest- 
ment Holdings was incorporated іп 
Liechtenstein with two Al-Fayed brothers 
and Christopher Hanbury, the Sultan’s per- 
sonal aide in London, on the board. 

In early August 1984, according to the 
inspectors, the Al-Fayeds sought to borrow 
the major part of the funds needed for a 
proposed bid for the Savoy Hotel group. At 
that time they had “only” £50.5 million 
under their immediate control. But on 20 
August, Mohamed Al-Fayed obtained a 
power of attorney from the Sultan to termi- 
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nate a contract to buy a yacht; on the same 
day Ali Al-Fayed told the Royal Bank of 
Scotland, following a phone call from 
Mohamed Al-Fayed in Brunei, to expect a 
deposit of US$300 million, again from 
Citicorp, Zurich. 

The inspectors conclude: “It may be no 
more than coincidence that this vast in- 
crease in disposable wealth followed 
quickly on the admission of Mohamed [Al- 
Fayed] to the Sultan's confidence, the incor- 
poration of Hyde Park and Mohamed's dis- 
cussions with the Sultan between 15 and 23 
August when he was in Brunei and the 
much greater authority he was then given. 
It is, however, a very powerful coind- 
dence." 

During Mohamed Al-Faved's eventful 
August 1984 visit to Brunei he was also, ac- 
cording to the inspectors, "party to the ar- 
rangements whereby Carl Hirschmann Jr 
was compulsorily detained in Brunei” until 
Al-Fayed was satisfied that US$86 million 
which Hirschmann controlled was transfer- 
red to a different bank. Hirschmann was 
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another power of attorney from the Sultan, 
this time to purchase the Dorchester Hotel. 
This was duly bought. Also in January, Al- 
Fayed accompanied the Sultan on a visit to 
the British prime minister at 10 Downing 
Street. In February, vir facilities were 
sought for Al-Fayed at Heathrow in his 
capacity as the Sultan’s “Private and Per- 
sonal Adviser cum Agent in London.” Two 
months later, in March, the Al-Fayed 
brothers took over the House of Fraser. 

Then the relationship changed. At the 
end of that same month (January 1985), the 
Sultan cancelled Mohamed Al-Fayed's au- 
thority to deal with the Boeing 747. The 
next month, the Sultan cancelled by mutual 
agreement all powers of attorney in favour 
of Al-Fayed. | 

Could Al-Fayed really have had access 
to huge amounts of the Sultan's money? In 
June 1985, Mohamed Al-Fayed had a con- 
versation with Chandra Swamiji Maharaj, a 
spiritual guide of the Sultan. 
The Swami recorded the con- 
versation. Al-Fayed boasted 
that he had a power of attor- 
ney from the Sultan which 
would enable him to draw as 
much as US$1 billion from a 
bank just as he wished. Al 
Fayed has since denied that 
the conversation took place, 
but the inspectors, after check- 
ing the tapes with a voice ex- 
pert, condude they are 

uine. ! 

Did Mohamed Al-Fayed 
have some money from the 
Sultan which the Sultan wanted back? En- 
rique Zobel, the prominent Filipino busi- 
nessman, told a director of Lonrho — a 
London-based trading company which was 
thwarted in its own attempts to buy House 
of Fraser — that he had been informed by 
the Sultan himself that US$76 million was 
outstanding. This sum was repayable over 
two years during which time interest ac- 
crued. | 





















The Sogo Shosha, or Japanese general trading companies, are located 
throughout the world. They coordinate business information through a vast satellite 
network. This allows financial centres to gain valuable insights and be prepared to 
capitalize on emerging opportunities almost everywhere in the world. 

Assisting in the movement of information is just one example of how the Sogo 
Shosha operate. 

We encourage regional and global economic growth through сар! ital investment. 
We form joint venture partners. Introduce manufacturers in one country to distributors In 
another. We develop new markets. And organize financing. e 
Call to see how the Sogo Shosha can keep your business on top and growing. E | 





THE SOGO SHOSHA 


oh é & Co, Ltd: "Kanematsu Corporation Marubeni Corporation Nagase & Co., Ltd. Nozaki & Co. Ltd. Toshoku L td. | 
403-497-4141 FAX 03-562-8127. FAX 03-282-7193 FAX 03-661-9129 FAX 03-545-4675 FAX 03- 245-2201 











Chori C d Kawasho Corporation | Mitsubishi Corporation Nichimen Corporation Okura & Co., Ltd. Toyo Menka Kaisha, 
X 03-665- 2525 FAX 03-578-5875 FAX 03-210-8051 FAX 03-277-5901 FAX 03-535-7574 FAX 03-588-6627. 


man & Co., Ltd. Kinsho-Mataichi Corporation Mitsui & Co., Ltd. Nissho Iwai Corporation Sumitomo Сарона. 2 ota Tsush р 
( 03-78-9017 FAX 0 03-297-7392 FAX 03- 285-9800. . FAX 03-588-4136 . FAX 03-636-7220 X .03-230-8104. 


The саса Shosha listed above are members of the JAPAN FOREIGN TRADE COUNCIL, INC. 
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THE SF 2010. 


"WHAT IS THE SF 2010?" 
It's Samsung's newest personal facsimile. 


"IT HAS ADF?" 

Yes, automatic document feeding is a standard feature of 

this model 

"MANAGEMENT REPORTING?" 

Of course. Messages of confirmation, transmission, reception, 
and call-back are just some of the messages that can be 
programmed. 


"WHAT ABOUT COPY-QUALITY?" 
A 16-level gray scale provides a whole range of black 
and white tones for almost photo-quality copy. 





planet, it's the only 
one we have” 






A personal message 
from HRH The Duke of Edinburgh, 
WWE International President. 


Acid rain. The pollution of 
soils, lakes and rivers. The 
imminent extinction of species. 
The destruction of tropical forests. 
All these have been headline news 
for many years. 

But they're only the tip ofan 
iceberg. Put them all together and 
add in the stories which never 
make the news, and you begin to 
see the hammering the world is 
taking from its huge and ever. 
growing human population. 

This hammering is cumulative 
Every new case is added to the 
damage that has already been 
done, so that we are constantly 
accelerating the process of 
destruction. 


Our life-support system 


All life on earth is inter- 
connected, dependent upon the 
physical processes taking place in 
the atmosphere and the oceans. 

This natural system is our life- 
support system, and if we damage 
any part of it we are putting our 
Own survival at risk. 


"AND THE PRICE?" 

Verrrrry competitive. The purpose of WWF - the 
World Wide Fund for Nature - and 

"ANY OTHER MODELS?" all the other nature conservation 


A full range: the SF 1000 for super low, the SF 2020 for 
low-end, the SF 3310 for mid range and for high-end, we 
have the SF 4010. 


SAMSUNG 





bodies, is to limit any further 
serious damage and to restore the 
balance between man and his 
natural environment. Please take 
an interest in the health of our 
planet, it is the only one we have. 


Write for further information to 
AVI tOr further information to 


WWF International, CH-1196 
Gland, Switzerland. 








* Head Office: Samsung Electronics Co., Ltd. 6-14th FI., Ankuk insurance Bldg. , 87, 1-ka Ulchiro, Chung-ku, Seoul, Korea Tel: (82-2) 
7288114 Fax (82-2) 753-3037 + Overseas Address : Samsung Electronics Н.К. Co., Ltd. 24th FI., Admiralty Centre, Tower 1, 18 Harcourt 
Road Queensway, H.K. Tet: (852-5) 862-6900 Bangkok Office 15th AL., Sathorn Thani Bid... 19240 North Sathorn Road, Bangkok 10500 

Thailand. Tet: (66-2) 236-605273 Singapore Office 10, Collyer Quay (Hex) 20-09 Ocean Bldg. Singapore 0104 Tet: (65) 535-2355 Taipei 
Office RM., B. 4F No 581 Tun Wha S. RD Taipei, Taiwan, ROC. Tel (886-2) 705-3855/6 Jakarta Office Sth FI., Skyline Вю, JL. M. Н 

Thamrin No. 9, Jakarta, indonesia. Tel: (62-21) 32-6657 





World Wide Fund For Nature 


Heavenly Spain. 


This church is on the route to 
Compostela which, literally 
translated, means “The Field of 
the Stars 

Guided by those stars, the 
medieval Pilgrims used to 
worship at churches such as 
this one, when on their way to 
visit the tomb of St James at 
Santiago de Compostek 

The area is typified by such 
important places of historical 

T, follow the stars, as the interest as Pamplona, Logrono, 
Pilgrims did, is to feel the true Burgos, Leon and Lugo 
spirituality of Spain. They are rich in cathedrals, 

churches, monasteries and city 
walls, built thousands of years 
ago 
Enjoy a memorable meal in 
one of the typical Gallician 
restaurants —the seafood and 
fish are out of this world 
e It's all part of the heavenly 
experience 
All this and sunshine too. 
Spain. Everything 
under the sun. 
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Although our captains are all “million-milers”, they still insist on continuous training with the world's 
most advanced flight simulators. Inside, every conceivable flying condition is precisely recreated to 
be studied, practised and mastered. It’s part of our relentless determination to be the best. And one 
reason why we're known around the world as the airline with the dedication that could only be Korean. 


HIGH TECHNOLOGY : KOREAN COMMITMENT. 
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THE SPIRIT OF KOREA IS IN THE AIR 
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One concern of the inspectors is the re- 
lationship of the press and the Al-Fayeds. 
The i their concern at “a 
rather sinister aspect of the evidence before 
us: a constant and unprincipled process of 
‘gagging’ the press which was set in opera- 
tion by Mohamed Al-Fayed." 

Much of the British press accepted the 
lies put about by Mohamed Al-Fayed, par- 
ticulary in 1985. But the REVIEW consistently 
questioned his claims (REVIEW 16 May ‘85, 
27 June '85) and was consequently 
threatened with legal action. The legal pres- 
sure put on the REVIEW by Al-Fayed is de- 
scribed in Appendix 8 of the report. Publi- 
cation of this report brings vindication of 
the doubts expressed by the REVIEW about 
the Al-Fayeds. 

In Britain the report has been greeted 
with dismay and anger. In parliament, the 
Al-Fayeds have been called “crooks” and 
there have been calls for them to be disqual- 
ified as directors or expelled from the coun- 
try. Much to the anger of even MPs of the 
ruling Conservative Party, the government 
has so far taken no action against the Al- 
Fayeds. There have been calls for a full de- 
bate in the House of Commons and this 
now appears likely despite the reluctance of 
the government. 

The British Government has dragged its 
feet throughout this affair, arousing specu- 
lation about its motives. At best, the gov- 
ernment may be reluctant to embarrass the 
Sultan because of the benefits which it 
thinks the Sultan's money brings to the 
country. 

But there have also been allegations in 
parliament and elsewhere of behind-the- 
scenes deals. The Serious Fraud Office has 
said there is insufficient evidence to bring a 
criminal prosecution in the House of Fraser 
case. 
Lonrho, a business rival of the Al- 
Fayeds which was thwarted in its own at- 
tempts to take over House of Fraser, in- 
tends to pursue the Al-Fayeds in the courts. 
The exact form of this legal action is to be 
decided after consultation with the com- 
pany's lawyers. 

As for the Sultan of Brunei, since his 
first denial of involvement in the Sunday 
Telegraph he has made further denials. But 
in the later ones, including a new one after 

lication of the report, he has insisted 
that if the Al-Fayeds used a power of attor- 
ney granted by him to further their own 
business interests it was "totally without 
His Majesty's authority." 

In another statement made previously, 
he announced that he had ended his busi- 
ness relationship with Mohamed Al-Fayed. 
But this has been put in doubt by a report 
in The Times newspaper saying that Al- 
Fayed has remained a director of the Dor- 
chester Hotel, which the Sultan owns. 

The Sultan has adopted the tactic of oc- 
casionally issuing denials rather than ac- 
tively helping official inquiries. x 
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POLICIES 


Peking guarantees supplies for selected state firms 


Promises, promises 


By Robert Delfs in Peking 


ore than 50 large-scale, state- 

owned industria concerns in 

China's northeast have been de- 
signated "double-guarantee" enterprises in 
an attempt to revive the state planning sys- 
tem, much weakened by the rapid growth 
of collective industry and free-market trad- 
ing activity. 

The new category describes a contrac- 
tual agreement under which the state 
guarantees the supply of energy, raw mate- 
rials, communications and transport ser- 
vices to an enterprise in return for a com- 
mitment, from the state concern, to meet 
fixed quotas for the supply of finished pro- 
ducts, profits and tax payments to the state. 

Although the scheme has been limited 
initially to a trial implemen- | 
tation in the northeast, it will 
ultimately be extended to 
state enterprises all over the 
country. 

Enterprises covered by 
the new scheme include 
the Anshan Iron and Steel 
Works,  Daqing Oilfield 
and Daqing Petrochemical 
Plant, the Northeast Power 
Administration Bureau, 
Fushun Aluminium Plant, 
Shenyang Electric Cable 
Plant, and other mining, 
chemical and energy-related 
firms. 

Together, these enter- 
prises represent nearly half 
of the combined industrial output value 
and 90% of total profit and tax payments 
made by state-owned enterprises to the 
state in the provinces of Liaoning, Jilin, and 
Heilongjiang. They account for about 90% 
of the region's coal and steel output, and all 
of the petroleum, electric power, non-ferr- 
ous metals, motor vehicles and electrical- 
generating equipment produced for distri- 
bution by the state in the region. The Daq- 
ing Oilfield alone represents about half of 
China’s total crude oil output. 

Under the reforms of the 1980s, many 
state-owned enterprises shifted to a two- 
track system under which some above- 
quota production was sold at free-market 
prices. In practice, it pays enterprises to 
minimise the proportion of goods turned 
over to the state while maximising the 
amount of raw materials and other inputs 
supplied at low, state-fixed prices, 

Distribution departments and commer- 
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Anshan iron works. 





cial bureaus have similarly given customers 
willing to pay higher prices priority over 
state plan allocations. Since highly profita- 
ble collective and rural industries in the 
eastern coastal regions have been willing to 
pay top renminbi prices for steel and other 
key primary materials, state-owned enter- 
prises producing for the plan have fre- 
quently been unable to secure their full allo- 
cations of raw materials at planned prices. 

“The raw materials we need here in 
Shenyang are all going south — to 
Jiangsu,” the manager of one enterprise 
that will participate in the double-guarantee 
system recently told the REVIEW. 

Under the new scheme, the State Plan- 
ning Commission and the State Council 
will di oversee the allocation process, 
ensyring that central and local supply de- 





pating enterprises. “Energy, 
raw and semi-finished mate- 
rials allotted to double- 
guarantee enterprises by the 
state must not be withheld,” 
warned a Xinhua report. 
Since last May, China's 
new leaders have stressed 


trol of the economy and gua- 
ranteeing adequate resources 
to 


enterprises. Tax and profits 
generated by these enter- 
prises are the main source of 
central government  rev- 
enues, but these have remained essentially 
static under the 1980s' reforms. The fastest 

has occurred among locally control- 
led state and collective enterprises. 

The double-guarantee system is envis- 
aged as a concrete means of strengthening 
central planning. But it is also a response to 
resistance by state enterprises which now 


face increased pressure to meet mandatory — 


tracted to deliver products to the state ~ 
under mandatory planning," Premier Li — 
Peng noted in a speech in January. “I think — 


this question is understandable and reason- 
able, and therefore I am in favour of two- 
way guaranteed contracting." But Li noted 
that the new system may be difficult to im- 
plement, and warned that the state could 
not give guarantees in every field. a 


strengthening planned con- . 


state-owned _ 
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вуч Jonathan Jonathan Friedland in Hongkong 


g-« he globa globalisation of the stockbrok- 
ing industry, a by-product of the 
unprecedented 1980s boom in 
: - world capital markets, has been 
an exercise in brutal Darwinism, though 
not in the way most expected. The biggest, 
those with vaunted economies of scale, 
have not come off the best. Infighting, 
lay-offs and expensive blunders have 
marked the tail-end of the go-go 1980s. 
Haphazardly managed even at the best of 
nes, brokerage firms are now discovering 
е logic of leanness. The 1990s, suggest 
observers, are likely to be an era of in- 
creased specialisation, of a return to pre- 
eminence of the entrepreneurial, partner- 
owned outfit. 

... One area of the world where expansion 
_ is still the rule is in the markets of Southeast 
_ Asia, including Hongkong, where emost 
__ brokers have based themselves to cover the 
- region. Stockbroking and investment bank- 
ing are generally flourishing industries in 
Southeast Asia, constrained more by a lack 
of capable personnel than by any dearth of 
business. Industry players, big and small, 
continue to proliferate as do the services 
v d offer. For those companies that pub- 

































: he ba n market ù in the e aa a elevated a handful of Southeast 


licly disclose their accounts, high profits are 
being made. 

Those that have retreated from the re- 
gion have done so because of problems 
elsewhere, not because of local losses. In 
fact, some firms bludgeoned by competi- 
tion in the wake of London’s 1986 market- 
deregulating “Big Bang,” such as James 
Capel and Hoare Govett, owe their con- 
tinued existence to Asian profits. 

While Japan alone accounts for 89% of 
Asia’s market capitalisation and South 
Korea and Taiwan, where foreigners can- 
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dine Fleming had total shareholders funds m HK$779 ı million S 
and assets of HK$8.88 billion in 1988. The company's after-tax — 
profit in 1988 of HK$363 million came largely fn  managin. 
US$8 billion in international pension f fund п опе y and i 


` Jardine Fleming has prospered rom t he fees it 
from fund managemen а and from. the + Prokin 
нги "eid its large T 






not invest c directly, amount to a a good part 
of the rest, the profits already — and more 
to the point, potentially — available in the 
smaller markets of Southeast Asia cannot 
be discounted. 

Market capitalisation and turnover 
have, aside from Hongkong, been bound- 
ing upwards and are set to grow even fas- 
ter during the 1990s. An eventual flood of 
Japanese, Taiwanese and South Korean 
money and rapidly rising local incomes will 
see to that. 

So, too, will the thirst of Southeast 
Asian companies for cheap equity financ- 
ing. The late 1980s saw an unprecedented 
rash of new listings as well as rights and 
warrant issues in Singapore, Thailand, 
Malaysia, and Indonesia. Further, say brok- 
ers, taxes remain low by world standards in 
most markets and commission rates are 
nowhere nearly as tight as they are in post- 
Big Bang environments of London or New 
York. 

"There is such liquidity in the region 
that revenues are growing at a faster 
rate than costs" says Michael Dobbs 
Higginson, the outgoing chairman of 
Merrill Lynch Asia Pacific. Adds Alan 
Smith, managing director of Jardine 
Fleming e “Unlike e other 































places, we have the Tae 
tion of being in growing mar- 
kets. Investment banking is 
stil a growth industry in 
Asia." 

While the number of new 
foreign brokers artiving in 
the region Ap lę led ой 
since the mid-19 | 












strongest ate E: 
ing to the regic 
bourses. From only а tiny pre- 
sence at the start of the 1980s, 
foreign institutions now ac- 
count for between 20-50% of 
turnover in Southeast Asia's 
markets. 


ourteen foreign brok- 
ers have bought seats 
on the two Philippine 
: exchanges since 1986, 
while three foreign joint ven- 
tures have already set up shop 
in Jakarta, with six to eight 
more expected this year. Sin- 
gapore now has nine foreign 
joint-venture members on its 
stock exchange. Last year, it approved the 
applications of two, while turning down 
three others. 

Similar interest is seen in Malaysia and 
Thailand but because those countries, like 
Singapore, require foreign brokers to have 
a majority local partner, fewer deals have 
been consummated. In Malaysia, four for- 
eign joint ventures own broking seats while 
in Thailand, there are several foreign-linked 

members. With the number of stock ex- 








































“avg daily turnover (Left scale) 


the mainly 


| Merrill Lynch was highly successful for Fung's then-ailing oper- 
^ ation, but it proved to be a costly mistake for the US broker. 
; Sun Hung Kai's strength is a network of wealthy overseas 
Chinese who have for the past two decades used the broker to 
play the Hongkong market. A similar network has formed the 
` basis for the expansion of Hongkong-based First Pacific Sec- 
urities, started by an Indonesian investor group led by Liem 
Sioe Liong in 1986 but bought in January 1990 by Bangkok- 
ased Bank of Asia and other Thai investors. 
though unprofitable until 1989, First. Pacific has built up a 
resence in Southeast Asia and a strong research staff. 
y is the fourth ranked. broker in terms of tumover 
lippines and the 17th-largest in Thailand. 
of other Hongkong-based companies are also at- 
tablish a regional beach-head. Standard Char- 
ed Chin Tung Securities has recovered enough 
ancial problems stemming from the 1987 market 
ffing about for broking seats in several markets. 
urities, formed out of the ashes of Citicorp 
ickers and backed by a half-dozen Hongkong 
nagnates, is also a contender in the regional sweeps. 
: Major independent | brokers in Singapore have been less ad- 
urous mainly 
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ju Market capitalisation (fight scale) 


change seats limited in both countries, the 
price of a joint-venture stake has increased 
exponentially during the 1980s’ bull market. 

Among the most active recently in 
setting up new offices are the Big Four 
Japanese securities 
brokers say they expect firms like Nomura 
and Daiwa to become increasingly in- 
fluential, perhaps eventually supplanting 
British-owned firms that 
are now the dominant foreign brokers 


ume of foreign investment. Itis also 


| with shareholders’ funds of | M$8 
tu іліу because they do not have enough capital. Jar- sur 
Fleming's shareholders’ funds are more than five times 9. 
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in the region. Th 
— except Merrill. 
has been in Asia 
1940s and Morgan 5 
which is strong in func 
agement — appear to be 
ing from the scene. 
All foreign firms are no 
viewing Southeast A 
duding Hongkong, as 
market. With the formert 
crative British colony in 
doldrums since June 1989, 
ternational brokers have be 
making their money on sellin; 
Thai and Indonesian 
public offerings to institutior 
cients and, until last - 
cembers coup attempt 
playing the rocketing: Philip- 
pine market. : 
Institutional investors. have 
set up their listening posts in 
the region and appear increas- 
ingly knowledgeable about 
Southeast Asian companies. 
This process is causing change 
among local brokers. While 
poorly financed firms plying 
a retail trade are still in the 
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professional. | 
iors First Pacific Securities, 
Rashid Hussein Securities in Malaysia, 
Kim Eng. Securities in Singapore and бип 
Hung Kai Securities in Hongkong offer : 
range of services similar in everything bu 
scope, and sometimes quality, to their 
counterparts in Tokyo, New York and 
London. : 

The more professional denizens of. 


houses. Western 


that of Kim Eng Securities, the country’s: largest: and ony on 
publicly listed broking house. Bank-backed brokers are well _ 
capitalised, but these concerns have spent the last couple of : 
years establishing themselves at home. —— 
Regional growth has not. been a priority under Singapore 
corporatisation efforts. The purpose of the plan is to inter 
nationalise the country’s broking industry by ex 
| designed 
ers by giving them the financial backi 1g and 
vide better research and market К оса stoc 
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in Kuala ae before the Sit t etuer. the K 
and Singapore stock. exchanges. D DBS and. Kim E 

on Hongkong s stock exchange. o 
Malaysia's corporatisation p rogramme - 
бапак brokers, but only one of th 
enough to attain regional status. I Publicly li: 
Securities has yet to open any offices outside Ma 
MS$84 million (US! 
‘ging pon it has the capital to do so. 
п зо onat 





















Southeast Asian markets: This percentage 
is expected to grow, perhaps to as much as 
80%, as institutions outsite the region look 
for high returns and as the savings of 
Southeast Asians are harnessed collectively 
‘within private pension plans, 
. Some local players, like Sung Hung Kai 
апа Kim Eng, are attempting to hold on to 
-their retail roots, but observers suggest that 
-stockbroking in Southeast Asia will increas- 
“ingly become a two-tier industry. On one 
level will be the international brokers and a 
Чем powerful locals, more often than not af- 
- filiated with major domestic banks. They 
will offer research and trading capabilities 
ог all regional markets and, wherever al- 
lowed, will provide fee-based underwriting 
гапа fund management services. 
. .. On the other level will be more tradi- 
tional Southeast Asian broking houses. 
. These nimble and poorly capitalised firms 
will offer what they always have: а few 
armchairs, a couple of screens, the morning 
newspaper and the latest market rumour. 
Their relative market share might decrease 
_as the region's bourses become more in- 
Stitutional in character. But good times 
| draw i in more punters, and the probability 
15 that the smaller firms will be able to make 
га decent living well into the future. 
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n markets with a large number of ex- 
"change seats, like Hongkong, these 
traditional brokers will continue to be 
T in the majority. In Malaysia, Thailand 
гапа Singapore, where seats are limited, 
© most firms are attempting to provide value- 
. added, non-commission based services. 
_. The smaller firms have one thing work- 
-. ing in their advantage: they lack the high 
- overhead costs facing their larger com- 
`. petitors. And cost control — or more spec- 
~ ifically the lack of it — is clearly the Achilles 
. heel of the broking community. Giants 
such as Merrill Lynch and Shearson 
Lehman Hutton have been badly wounded 
not by soured million-dollar trades but by a 
ай of small losses. 
` Asin New York and London, brokerage 
alaries in Southeast Asia have been 
kyrocketing. But unlike in those markets, 
the level of tumover makes huge compen- 
ation packages hard to justify. A small 
igkong broking firm, for instance, pays 
ts traders between HK$3,500-15,000 
J9$450-1,900) a month plus commission. 
in international house, cperating in the 
ne market, might pay the same trader 
HK$35,000 a month or more, plus any- 
where from six months' to a full year's sal- 
ry as a bonus. 
Brokers. say that Hongkong and Singa- 
n salar s are the highest in the region, 
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of experienced personnel are driving com- 
pensation to a comparable level in Thai- 
land, Malaysia and even Indonesia. 

Big compensation packages quickly be- 
come a major drain on profitability in a 
downturn. While wholesale lay-offs have 
not occurred in Asia, brokerages are in- 
creasingly mixing a heavier bonus compo- 
nent into employee packages. 

Cost control is only one component of 
success. The ability to manoeuvre success- 
fully in illiquid markets with scant legal pro- 
tection is also important. So is a consistent 
commitment by brokerage owners. 

Working the Southeast Asian markets is 
harder than it sounds, even for seasoned 
operators from New York or Tokyo. Sev- 
eral international houses lost their shirts in 
Singapore's 1985 Pan-Electric crisis when 
local brokers collapsed under the weight of 
9$140 million (US$64 million) in unpaid for- 
ward contracts. Last year, James Capel, 
owned by the Hongkong & Shanghai 
Banking Corp., lost a quick HK$10 million 
by dealing in the Philippines grey-market 
with brokers that did not honour their com- 
mitments. 

"The concepts of best execution and in- 
dependent agency broking are very impor- 






tant to professional’ dients, particularly in 
Asia,” says Nicholas Prior, managing direc- 
tor of Hoare Govett. “Trustees do not want 
execution hassles and they do not want 
their brokers trading оп their own ac- 
counts." 

Managers at the big international firms 
say that credible dealing partners are par- 
ticularly thin on the ground in Indonesia, 
Thailand and the Philippines. Out of the 
100 licensed brokers in Jakarta, one foreign 
firm says it would only deal with four while 
another says that it onlv counted 10 as 
"bona fide" professionals. 

Then there is the question of ownership. 
In anticipation of the Big Bang, several 
brokers with a strong profile in the region, 
including James Capel, Hoare Govett and 
Vickers da Costa, were purchased by com- 
mercial banks. Although a great deal of lip 
service was paid to potential synergies and 
grand plans for expansion evolved, the 
marriage between risk-averse bankers and 
entrepreneurial brokers has not been a 
happy one. 

Citicorp hastily shut down almost all 
Vickers' Asian offices in late 1988 and fired 
most of the staff when it became clear that 
losses for that year would total about US$40 
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- Another variable in achieving success in 
Southeast Asia is the strategy taken to- 
wards gaining a presence in each market. 
Some international brokers, like Baring Sec- 
urities, have been cautious in buying 
minority stakes in local firms to gain ex- 
change seats in Malaysia, Singapore and 
Thailand. Others, like the Banque In- 
dosuez-owned W. I. Carr (Wico) and Jar- 
dine Fleming, have plunged, sometimes 
unhappily, into these relationships. 

The benefits of having a strong local 
partner, say brokers, include access to lines 
of stock, good market intelligence and, by 
virtue of direct access to a broking seat, 
cheaper trading costs. The downside is 
being tied into an arrangement where you 
fight with your partner and other local 
brokers shun you. And, says Baring’s man- 

aging director William Phillips, “no matter 
what shareholding you have in a joint ven- 
ture, you get stuck with 100% of the risk.” 

Ла practice, few of the joint ventures ap- 
pear to be working well, though many are 
too new. to return a final verdict. Wico 
bought a stake in Kuala Lumpur broker 
Seagroatt апа Campbell only to see the 
firm's entire trading team go to another | f| 
brokerage and its market share evaporate. |. 
Hoare Govett is attempting to unravel its. ОЖ]. 
ties. to Singaporean retailer Summit | Sec d 
urities as differences in business strategy f 
зе irreconcilable. Jardine Fleming e fl 
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¥ nvestment banking in Southeast Asia 
remains a largely parochial affai 
3а spite the increasing sophistication and 
| international creditworthiness of corpora- 
ions in the region. While large amounts of 
_ funds are being raised by the private sector, 
ues and, increasingly, of locally listed 
equity derivatives like warrants. 
_ Few companies outside of Hongkong 
гапа large regional banks have tapped the 
-Eurobond or Euro-equities markets. Inter- 
national fund raising for Southeast Asian 
companies remains mainly the realm of the 
commercial banks. For most companies in 
‘the region, it is simply cheaper and easier 
to raise money at home. 
. But this is starting to change. The 
number of structured financings of a global 
Calibre is on the rise, particularly among 
Singaporean and Malaysian companies, 
Which. see tax and regulatory advantages in 
.Boing abroad. Cross-border takeovers by 
ish-rich Hongkong and Southeast Asian 
ompanies are also on the upswing. So, 
too, are the number of multiple Stock- 
market listings, especially by Hongkong 
. companies worried about their post-1997 
|. prospects. 
ТАШ of these trends require local mer- 
|^. chant banks to become more adventurous 





. dn their strategies. At present, however, 
fancier merchant banking work is not pay- 
. ing the bills. Domestic stock underwritings 


C are. Throughout the region, this is virtually 


a monopoly held by a few licensed mer- 
chant banks that usually are subsidiaries of 
the largest domestic commercial banks. For 
the most part, these banks do little more 
than handle the documentation for the 
issue and distribution of shares. Pricing and 
structure are client-driven. 

Despite the lack of value-added service 
they offer, merchant banks are raking in 
substantial fees, ranging anywhere from 1- 
4% of the total issue size. Where competi- 
tion for fees is tough, profits are made 
through stagging. Underwriters in the re- 
gion frequently hold onto bull-market new 
issues, selling them only as their price rises. 

"There has been very big money availa- 
ble in new issues," says Christopher 
Rampton, managing director of James 
Capel. With demand for new stock far out- 
weighing supply in most regional markets, 
he says, initial public offer and rights un- 
derwriting is a reasonably low-risk, high- 
reward undertaking. 

In the fastest growing market, In- 
donesia, 48 new companies were listed be- 
tween 1 January and 31 January 1989, rais- 
ing a total of nearly Rps 1.8 trillion (US$1 
billion). On the Kuala Lumpur Stock Ex- 
change, cash calls and new issues totalling 
М$3.1 billion (US$1.1 billion) were made in 
1989. In Thailand, 53 new issues totalling 
Baht 25.31 billion (US$980 million) were 
made last year. Underwriters in all three of 
these markets posted record profits in 1989. 

Filipino merchant banks have not been 


illion) in 1988 to 





are busily cobbling together new flotations 
to broaden the number of listings on both 
the Stock Exchange of Singapore and the 
over-the-counter CLOB market. Hongkong 
merchant banks are about the only ones 
being forced to seek out sources of revenue. 
But advisory work, a main source of in- 
come for merchant banks in the US and 
European markets, is not one of them. 





assignment fee," says Michael Dobbs 

Higginson, regional chairman of Merrill 
Lynch. "Asian clients tend to want to pay 
for success only." The biggest merchant 
banks in Hongkong, Wardleys Ltd and Jar- 
dine Fleming Holdings, have fallen back on 
trading profits апа their lucrative. fund- 
management operations to carry. them 
through the most recent period of market 
slackness. 

"In many countries in Southeast Asia, 
corporate finance work is captive busi- 
ness," a Kuala Lumpur-based banker says. 
"Ihe work goes to those merchant banks 
who provide, or whose parents provide, 
substantial lending lines to customers." 

Singapore’s government-owned DBS 
Bank is clearly in that category as аге OUB 
Investment Bank and UOB Investment 
Bank. The Malaysian leaders, Arab Malay- 
sian Merchant Bank; ASEAM Merchant 
Bank, a subsidiary of Malaysian Banking 
Corp.; and Commerce International Mer- 
chant Bankers (CIMB), an arm of Bank of 
Commerce, dominate Kuala Lumpur's 
underwriting scene. Hongkong & Shang- 
hai Banking Corp.-owned Wardleys 


[== in Asia to obtain a buy or sell 






























ident of Finance One, a rapidly growing financial 
d Finance One control 51% of Securities One, 
d fourth among Thai brokerages; 28.3% of year- 
|. old First Pacific Asia Securities, which is ranked 17th; and 31% 

“of Jardine Fleming Thanakhom Securities, a highly active sub- 















| old 


broker. |. 

Even though the companies operate independently of each 
other as well as Finance One, their growth is widely credited to 
Pin's management style. The companies' prosperity, as one ob- 

_ server puts it, comes from Pin's hands-off style and his ability to 
|. succeed is in "picking people and letting them go ahead." 

` Under Pin, the companies are sometimes forced to compete 

^. among themselves. Pin, for example, played a major role in the 

-< US$18 million takeover by Finance One and Bank of Asia earlier 

`. this year of Hongkong-based First Pacific Securities (Holdings). 

That move resulted in First Pacific Asia Securities, First Pacific 

Securities Thailand unit, and Jardine Fleming Thanakhom Sec- 


Hongkong clientele investir 


Thanakhom Securities' orders, views the sub 


'as also set up by 40-year-old Pin Chak- 
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investing into Southeast 
Even Securities One, which handles some 









ition. “We work on our own interest as a 
Pakhawat  Kovithvathanaphong,  presider 
One. : 
Nothing better illustrates this competition than. 
and Pin discovering in January that Finance One and 
One were representing separate clients competing tc 
a failed finance and securities company sequestered b 
Thailand, the central bank. Pin notes that even central bank 
thorities are surprised that the companies are competing to 
over the company. . UC: "uu СО. 
Ideally, Pin says, no company in the group shi 
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move that would hurt another. But ” we look upon [the hu | 
brokerages] as investments,” he adds, and if one steals m; 


share from the other, it still benefits Finance One. “There is. 
enough business to go around." UC CARO 
Pin insists that he is not trying to build a monolithic broking 
force. Finance One, he says, is not interested any longer Y 
vesting in the financial sector. "We want to be the first TI 
vestment bank," Pin says. | | COUR 
Nonetheless, Securities One, First Pacific Asia Securities 
and Jardine Fleming Thanakhom Securities are expecting 
corporate finance to be their most profitable growth area 
this year. And they are expected to benefit handsomely from _ 
deals, such as underwriting, steered their way by Finance One. 


tops the Hongkong league tables. 
~The two biggest underwriters in Thai- 
land, Phatra Thanakit and National Finance 
Co., are also related to banks. Phatra 
Thanakit is connected to Thai Farmers 
Bank, while National Finance is related to 
Siam Commercial Bank. 
A strong non-bank parent can also help. 
In Hongkong, two of the best performing 
merchant banks, Jardine Fleming and CEF 
Capital, are tied respectively to trader Jar- 
dine Matheson and Li Ka-shing’s Cheung 
Kong group. In the Philippines, No. 1 un- 
derwriter Anscor Capital Investment is an 
arm of the Soriano family's San Miguel em- 
pire. These companies count their owners, 
or companies related to their owners, as 
- prime clients. 
—. Some international-investment banks 
prominent in Southeast Asia are expected 
-to become more so, both in structuring ex- 
-ternal financing packages for companies in 
the region and in acting as a link between 
omestic underwriters and foreign institu- 
il investors seeking stock. 
| the first line of business, the Ameri- 
‘Shine; Merrill Lynch, Morgan Stanley 
edit Suisse First Boston have made 
10st of their reputations, conferrin 
'é on the few companies able to tap 
al markets, Citicorp and Chase Man- 
` hattan, unconstrained by Glass-Steagall re- 
-straints overseas, have also picked up work. 
<> Major Japanese companies have also 
` pinpointed the underwriting and lead man- 
of international securities and debt is- 
es of Southeast Asian companies as an 












































important area of concentration. In Janu- 
ary, Daiwa was lead manager of the first 
equity warrant-linked bond issue out of 
Southeast Asia, a US$75 million undertak- 
ing by DBS Land. 

The London-based broking houses with 
a strong regional presence such as Baring 


Securities, James Capel, szw and Smith ' 


New Court are scraping for work, arguing 


Major regional broking houses in Southeast Asia _ 
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writing mandates, they often rise no fur- 
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that their research strengths апа large East 
West distribution networks should allov 
thema piece of the underwriting cake. Al 
though the merchant bank departments of 
these companies have been intermittan 
successful in winning lead or sub-undi 
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espite a good harvest, Ban- 

gladesh is in trouble again. The 

country will probably chalk up 

GDP growth of about 6% — the 

highest of the Third Five Year Plan period 

(1985-90). But problems abound: imports 

are rising too fast, as is government spend- 

ing; tax revenues have been disappointing; 

investment is declining; and the trade def- 
icit is widening. 

Finance Minister Wahidul Haq admits 

| that capital is fleeing the country, and has 
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cautioned the banks against assisting over- 
invoicing. Haq is a shy academic who gen- 
erally shuns publicity. His sudden burst of 
tough-talking is a sign of the depth of the 
country’s economic crisis. 

He is not happy with the performance 
of the industrial sector, which accounts for 
10% of GDP, and quotes the IMF observation 
that a lot of the money earmarked for in- 
vestment has been misused. Haq says: 
“There are few genuine entrepreneurs in 
our country, and our hands are full of los- 
ing concerns which have not been repaying 
loans.” He criticises the development 
financing institutions for lending money 
“mindlessly.” 

All forecasts made in last June’s budget 
seem to have gone wrong. The budget for 
fiscal 1990 (ending 30 June 1990), projected 
that tax revenues would grow by about 
37%, or Taka 22 billion (US$597 million), 
and non-tax revenue was forecast to rise by 
63%, or Taka 7 billion. 

Based on these forecasts, current expen- 
ditures were to rise by 14%, about Taka 8 
billion, and after spending Taka 7 billion on 
food operations, a budget surplus of about 
Taka 8 billion was anticipated. Assuming a 
5% increase in aid disbursement, the 
budget proposed development programme 
Spending of about Taka 58 billion — 40% 

more than the previous year. 

The revenue targets look unlikely to be 
met, and the development programme will 
have to be slashed. Worse, as the trade def- 
icit has widened, foreign-exchange reserves 

| have almost halved to US$500 million, and 
the government has had to borrow about 
Taka 12 billion from the banking system. 
For the first time, Dhaka will have to de- 
pend on external assistance for both deve- 
lopment and current spending. 

Informed sources say that both public 

and private investment, which declined 


to less than 12% in 1988-89, is likely to con- 
tinue falling during the current year. 
Agriculture — mainly subsistence farm- 


d j ing — accounts for nearly half of GDP. Food 


— — | FAR EASTERN ECONOMIC REVIEW. 








steadily from about 17% of GDP in 1985-86 - 





production has exceeded the target of 18.5. 
million tonnes, and is officially set at 20 mil- 
lion tonnes, largely as a result of fair wea- 
ther, pragmatic government policies, in- 
creased use of fertiliser, and the tireless ef- 
fort of farmers. But the bumper crop has. 
depressed rice prices, and this will probably 
discourage farmers from planting more 
next season. /— 

Bangladesh’s external trade has grown 
rapidly — but not wholly to its benefit, Ex- 
ports were 8% higher than forecast during 
the first seven months to January, averag- 
ing 058120 million a month, compared to 
US$108 million during the corresponding 
period last year. But overall imports during 
this period, official sources say, totalled 


Pace quicken 
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US$1.422 billion compared to US$994 mil- 
lion in the corresponding period last year. 
A senior government official says that 
part of the government's problems stem di- 
rectly from abuse of the liberal import 
policies adopted under World Bank pres- 
sure. Bangladesh devalued the taka by - 
about 5% in early March, after resisting IMF 
pressure for a 15% aut. . REUSE 
| World Bank president Barbe 


E Barber Conable 
visited Dhaka in early March, to sound a - 
note of caution prior to April's aid-donor 
meeting in Paris. He warns: “Debt is only - 
military budget, economic inefficiency and 
inadequate financial planning,” Late last 
year, President Н. M. Ershad announced | 













d in investment manage 
ievement $ 


d consistently 1S an art. 


E 
CR 


REESE 


ESE 
SERE 
NAHE 
AN 


ر 


AYE 
AREAS 


QURE US 


HROUGHOUT 1989, our North The results speak for themselves — 
America Fund was, on average, Number success for our private investors, right | 
One for one-year performance against all around the world, time and time again. 
other Swiss-based North America funds. To find out more, please contact: 

An impressive record — but it doesn't. | Steve Ushiyama, 2901-4 Admiralty - 
end there. It reflects a combination of | Centre, Tower 1, 18 Harcourt Road, 
outstanding investment skills and dedi- | СРО Box 10126, Hong Kong, or. 
cated teamwork. The very combination | telephone (852) 823.2122. | 
which we apply across all markets and 
throughout our entire international net- 
work to the individual portfolios of | 
our clients. 
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His Holiness Maharishi Mahesh Yogi 


6 H ere is a very beautiful, unique, and 


unprecedented opportunity for every 

head of state. 1 invite the leaders of 
the world to examine this offer of alliance with 
natural law in the light of the latest discoveries 
of modern physics—the discovery of the unified 
field of natural law. It is very easy for anyone 
with the slightest intelligence to understand that 
if the unified field of all the laws of nature could 
be accessible to anyone, nothing would be 
impossible for him. Through my Vedic Science 
and Technology—the science and technology of 
the unified field—any government leader can 
have easy access to the unified field and raise 
the administration of his government to be in 
perfect alliance with the administration of 
nature's government.’ —Maharishi 


Rise of Freedom 


The world is in the midst of a dramatic 
transformation from enmity to friendship. Hope 
and freedom are dawning in many countries; 
there is an upsurge of joyfulness everywhere. 

This transition from fear and suffering to hap- 
piness and peace has resulted from the rise of 
coherence in world — consciousness—the 
Maharishi Effect—created by millions of people 
practising the programmes of Maharishi's Vedic 
Science and Technology—the Transcendental 
Meditation and TM-Sidhi programmes. 


‘The World Is My Family’ 

The main concern of government leaders has 
always been to safeguard their own boundaries. 
Now this national patriotism is expanding to 
become global patriotism. People everywhere 
are beginning to feel, ‘The world is my family’. 


Unified Field of Natural Law 

At the basis of this rising positivity is the 
enlivenment of the unified field of natural law 
in world consciousness. 

Through quantum field theories, modern 
science has come to understand that all the laws 
of nature responsible for conducting all the 
activity in creation emerge from one basic 
unified field. From the unified field, nature 
governs the universe in perfect order, and 
always in an evolutionary direction. 


M aharishi Offer 
ALLIANCE WITI 
through Maharishi 


TO CREATI 


Application of the Unified Field c 


Today, every government can have easy 
access to the unified field. By establishing a 
coherence-creating group of experts in 
Maharishi's Vedic Science and Technology as 
an inseparable part of its administration, any 
government can make an alliance with the 
government of nature. 


Handling the Whole 
National Consciousness 


The basic problem facing governments is 
how to successfully integrate the innumerable 
trends and tendencies in society. Only by 
creating coherence in the collective conscious- 
ness of the nation can a government hope to 
Satisfy all its people. Since the collective 
consciousness of the nation is the prime mover 
of the government it is vital for the successful 
administration of society that every government 
create an integrated national consciousness. 

Group practice of Maharishi's Transcendental 
Meditation and TM-Sidhi programme enlivens 
the unified field and automatically increases 
coherence in collective consciousness. A fully 
integrated national consciousness enjoys alli- 
ance with the unified field. This brings the full 
support of the nourishing, evolutionary power 
of natural law to fulfil the desires of everyone. 


Life in Accord with Natural Law 

Any negative trends arising in society come 
from violation of the laws of nature. When 
people violate natural law they create stress, 
sickness, and suffering for themselves and 
others. 

The continual build-up of stress in collective 
consciousness breaks out in crime, conflicts, 
terrorism, and natural disasters. Through 
Maharishi's Science and Technology of the 
Unified Field, governments can now educate 
their citizens to think and act spontaneously from 
the level of the unified field and thereby avert all 
negativity for both the individual and society. 


Scientifically Validated Benefits 

The effectiveness of Maharishi's unified 
field-based approach has been documented by 
more than 430 scientific research studies, 
conducted at over 160 research institutions in 27 
countries. 

This research has shown that even the square 
root of one percent of a population practising 
Maharishi's Transcendental Meditation and 


TM-Sidhi programme together in one place 
sufficient to dramatically reduce conflict, crin 
and sickness and strengthen positive, evolutio 
ary trends throughout society. 

Scientific research has further shown th 
Maharishi Ayur-Ved—the science of perfe 
health—offers the possibility of creating 
disease-free society in every country. Alread 
programmes of Maharishi Ayur-Ved and Tra 
scendental Meditation are being introduced 
many countries, including the USSR, Hungar 
and Poland. 


Creating Heaven on Earth 


With this scientifically validated knowledg 
it is no longer necessary for any individual : 
any nation to continue living with problems ar 
suffering. Every government can now rai: 
every area of national life to perfection throug 
Maharishi's Master Plan to Create Heaven c 
Earth, which utilizes Maharishi's Vedic Scien 
and Technology to apply the unified field « 
natural law for the glorification of all aspects « 
life—inner and outer (see chart). 


Natural Law and National Law 


Nations have always been administered t 
man-made law. Now the technology is availab 
to use the skilled. hand of nature to administ: 
society. Any government, irrespective of i 
political and economic system or the cultural an 
religious values in the country, will be perfe 
when the society is governed by national law ar 
natural law both simultaneously. 

The technology for perfect government- 
unified field-based administration—is to estal 
lish a coherence-creating group in the counti 
which will enliven the unified field in nation. 
consciousness and thereby enable the goven 
ment to govern with the same silent perfectic 
with which the government of nature govers 
the universe. 

Through Maharishi's programmes to crea: 
Heaven on Earth, governments can now crea! 
peace, prosperity and fulfilling progress in th 
life of their nation, and a supreme quality с 
life—Heaven on Earth—for the whole wort 
family. 







Governments are invited to contact: 
Maharishi World Capital 
of the Age of Enlightenment 
Maharishi Nagar 
201 304, UP, India 








atural Law to Raise Every Area of Life to 


MAHARISHI’S MASTER PLAN TO CREATE - 
HEAVEN ON EARTH 
Reconstruction of the Whole World 





v GLORIFICATION OF INNER LIFE 


e Development of higher states of consciousness 

` ® Blossoming of noble qualities and bliss 

ө Gaining support of nature from within—happiness, 
peace, and fulfilling progress through: 


MAHARISHTI'S 
TRANSCENDENTAL 
MEDITATION 
and TM-SIDHI PROGRAMME 


the Practical Aspect of 
_ MAHARISHI’S 
VEDIC SCIENCE 
which develops all the seven states of consciousness 
` in the individual, and develops a perfect man with the 


"ability to employ natural law to work for him and 
_ achieve anything he wants. 


he seven states of consciousness are: 

agrat Chetna 

—Swapn Chetna 

Sushupti Chetna 

tal Consciousness —Turya Chetna 
ciousness— T uryateet Chetna 


























nsciousness—-Bhagavat Chetna 

Consciousness—Brahmi | Chetna—awake- 
f the pure nature of consciousness to its own 
rral reality—the unified reality of the diver- 
sified universe— which renders individual life to be 
а lively field of all possibilities—infinite organizing 
power of the unified field of natural law spontane- 
ously TAR individual | ше 
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Perfection — — 


GLORIF ICATION OF OUTER LIFE 


e Building Ideal Villages, Towns, and Cities, based on Maharishi Sthapatya T. 
Ved——the science of building in accord with natural law—to create a beautiful ep 
and healthy environment free of pollutior& noise, and stress so that. everyone ye 
feels: ‘I am living in Heaven’; ad 

e Creating Global Green Revolution—farming all the unfarmed lands | in i the de 
world using the scientific principles of Maharishi Vedic Farming to produce | 
naturally grown, healthy food to achieve food self-sufficiency in every. de 
country; {| 

ө Achieving global eradication of poverty and achieving economic self E 
sufficiency in every nation through Maharishi's programmes to devel аш 
culture, forestry, mining, and industry in every country; cp 

e Realizing Global Rural Development and Urban Renewal-—providing bet- 1. 
ter living conditions for an integrated life of the rich and poor throughout theo 
world; E 

е Achieving economic balance in the world family through Maharishi Global s 
Trading; x 

ө Achieving ideal education through Maharishi's Vedic Science, which offers 
the fruit of all knowledge to everyone—life free from mistakes and suffering; 

€ Achieving perfect health for everyone and every nation through preven- 
tion-oriented Maharishi Ayur-Ved; | 

€ Achieving coherence, harmony, and balance in nature for everyone and 
every nation through Maharishi Gandharv Ved; 

e Achieving invincible defence for every nation through Maharishi jh. 
Ved, which will disallow the birth of an enemy; | | 

ө Achieving perfect government in every country pue zA 
government, which silently governs through natural law from the uni 
of all the laws of nature—the common basis of all creation, the unse 
mover of life eternally fully awake within itself and available t 
the level of one's own self-referral consciousness—transcenden 
ness; a 

@ Achieving the rise of a supremely nourishing power in the 
will unrestrictedly uphold the power of evolution in nature, еш 
destructive tendencies and negative trends in. the world. А 
As a result, every nation will lovingly own every other nation, ат 
together will nourish every nation—everyone and every nation in th 
will enjoy: Heaven on Earth. Sod 








Bailey 


Continues. 


For nearly a decade, Bailey NETWORK 90? 
has been recognized as the state-of-the-art 
in distributed, digital process control. It's 
delivered unmatched functionality, versa- 
tility, and economic returns in applications 
ranging from power generation to paper mills. 

The tradition continues with Bailey 
INFI 90. 

By integrating real-time business variables 
Such as plant capacity, product mix, and 
economic forecasting, with dynamic 
process data, INFI 90 moves far beyond 
mere process control to take you into the 
next century with a brand new control phil- 
osophy: Strategic Process Management. 

INFI 90 capabilities have redefined the 
leading edge of control system technology, 
which now includes embedded artificial 
intelligence and expert systems, on-line 
statistical process control nliie diract 


INFI 90... 
A Powerful Tradition 






digital communications with the industry's 
most complete line of “smart” instrumen- 
tation. INFI 90's environmentaily hardened 
packaging brings a new meaning to the 
concept of distributed control, permitting 
installation in situations ranging from arctic 
cold to desert heat to harsh, chemically 
corrosive environments. 

Powerful system architecture offers com- 
patible scalability from single-loop control 
to corporate-wide strategies affecting 
hundreds of thousands of variables. And, 
INFI 90 is directly compatible with the more 
than 10,000 NETWORK 90 systems proven 
worldwide. 

Reinforcing our role as your worldwide 
process management innovator, we proudly 
announce the acquisition of Bailey Controls 
Company by Finmeccanica, a member o 
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high-technology organization. This union 
has produced an immediate doubling of 
our research and development investment 
and we expect unprecedented synergy 
with our new sister divisions in electronics 
manufacturing automation, aerospace, 
and defense. One thing won't change, 
however: the Bailey commitment to 
uncompromising quality, technological 
leadership, reliability, and service that's 
made us the best in the business. 

For details on the new, vastly more 
powerful tradition of Bailey distributed 
control, write us at 29801 Euclid Avenue, 
Wickliffe, Ohio 44092. Or call us at 
(216) 585-8500. Telefax: (216) 585-8756. 





on Seamless, Real-Time 
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Tokyo fears global impact of interest rate rise 


A friend in 
By Anthony Rowley in Tokyo 
apan’s continuing reluctance to raise 
official interest rates, and to resort in- 
stead to costly (and largely vain) at- 
tempts to prop up the falling yen through 
intervention, have spread increasing alarm 
through financial markets. 

The Tokyo stockmarket has continued 
to drop sharply along with the yen, and po- 
tential inflationary pressures to mount. By 
14 March the Nikkei 225-stock average had 
fallen 16.5% since the start of the year, 
while the yen had fallen by 6% against the 
US dollar, taking it down to its lowest level 
in two-and-a-half years. 

It has become clear too that more is at 
stake behind the delay than simply a row 
between Bank of Japan (Boj) governor 
Yasushi Mieno and the Ministry of Finance 
(МОЕ) over the need to sustain Japan's eco- 
nomic and stockmarket momentum. 

According to Akio Mikuni, president of 
one of Japan’s best known independent 
credit-rating agencies, Tokyo has become 
bound up in a game of international yen 
diplomacy — a situation which he claims is 
“getting very serious” now. 

An increasing body of evidence points 
to strong Japanese reluctance to trigger a 
new international round of competitive in- 
terest-rate increases and suggests that 
Tokyo is especially anxious to accommo- 
date US monetary policy at a time of critical 
friction over trade and markets. 

This was underlined at a semi-public 
forum in Tokyo on 8 March when a so-call- 
ed “task force” of high-level financial offi- 
cials and other experts from Japan, the US 
and Europe met to discuss the Group of 
Seven (G-7) coordination process. 

David Hale, chief economist of Kemper 
Financial Services in Chicago, claimed that 
the current “crisis of the yen” is a result of 
Japan's efforts to accommodate the US’ 
need for international credit, often against 
its own financial interests. 

Hale claimed that on a number of occa- 
sions in the past the Japanese Government 
had refrained from raising interest rates in 
order to take pressure off the US dollar, or 
had used “moral suasion" to discourage Ja- 
panese financial institutions from selling US 
securities. 

His claims are borne out in a statement 
submitted in 1988 to the joint economic 
committee of the US Congress by Richard 
Koo, a senior economist at Nomura Re- 
search Institute in Tokyo. This shows that 
there were several episodes where Japan- 
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ese financial institutions suffered heavy 
losses as a result of their dollar-support op- 
erations. 

Data updated from the paper shows sus- 
tained Japanese purchases of US Govern- 
ment and other financial securities, often 
when other major investors were divesting. 

The increasingly strident and crude criti- 
cism of Japan's trade policies among US 
legislators fails to acknowledge the debt 
which Washington, in particular, and the 
international monetary system, in general, 
owe to Tokyo's accommodating financial 
policies, Hale argued. 

None of the Japanese officials at the 
Sumitomo-sponsored meeting, including 
the “pro-US” МОЕ vice- 
minister of finance for inter- 
national affairs Makato 
Utsumi, commented direct- 
ly on Hale's assertions, 
though Toshihiko Fukui, an 
executive director of the Во) 
admitted that Japan "would 
like to find new ways of 
sustaining US economic 

The policy of supporting 
the yen through central 
bank intervention in the for- 
eign-exchange market is, 
meanwhile, proving very 
costly for Japan. Interven- 
tion is estimated to have cost 


FAR EASTERN ECONOMIC REVIEW 





Mieno: yen diplomacy? 








the Boj some US$10 billion — or 12.5% of 
its total foreign-exchange reserves during 
the period from 23 February to 10 March. 
And the yen continued to slide against the 
dollar. 

Although the foreign-exchange markets 
continue to mount pressure for an increase 
in Japanese interest rates — and the Tokyo 
stockmarket to dip in anticipation of such 
an increase — there is speculation that а 
rate rise could be delayed for some time 


é yet. 


The reason is that the G-7 group, of 
which Japan is a key member, is itself un- 
decided over the importance it should at- 
tach to targeting exchange rates or infla- 
tion rates. Domestic interest-rate levels 
in the G-7 countries, and especially in 
Japan, are being held hostage to this un- 
certainty. 

Since the yen began its rapid decline, 
shortly after the lower-house elections on 
18 February, Japanese officials have had the 
chance to discuss strategy at a meeting of 
G-7 deputies in Tokyo on 7 March and at a 
subsequent meeting of the Bank for In- 
ternational Settlements. Now it appears 
Tokyo is awaiting the full G-7 meeting in 
Paris on 7 April before acting. 

The problem is that most of the major 
industrialised countries, including Japan, 
are currently concerned about the dan- 
gers of inflation and all wish to maintain 
strorfg currencies in order to ward these 
off. 

This points to the possibility of a round 
of competitive interest rate increases. Japan 
is anxious to avoid triggering such a round 
by hoisting its own rates, especially given 
the impact this could have on Washing- 
ton's ability to fund its twin deficits without 
a sharp rise in US rates. Tokyo may be 
waiting for West Germany to act first on the 
interest rate front. 

Already Japanese commercial interest 
rates — if not the official discount rate 
— are providing a strong lure to inves- 
tors. The real rate of retum on three- 
month Euroyen is currently 4.9%, which 
is well above the 3.8% available on com- 
parable Eurodollar securities, though be- 
. low that offered by the 
3 Euro-DM. 

One alternative to a 
new round of rate increase 
might be for Japan to re- 
adopt formal controls over 
a wide range of domestic 
interest rates, in order 
to suppress Japanese rates 
and thus take the pressure 
off US rates. This might 
please the regulation- 
minded MoF and could be 
coupled with some quid- 
pro-quo from Washington 
to take the pressure off 
Japan over trade and market 
opening. * 
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Malaystan group signals recovery with rights issue 


Pan-El beater 





By Doug Tsuruoka 


atuk Loy Hean Heong, managing 
Р director of Malaysia’s biggest fi- 

nance company, shudders every- 
time he thinks of the 1985-86 recession. “So 
many went belly up,” recalls the chief 
executive of the group which is built 
around flagship MBf Hold- 
ings (MBfH) and MBf Finance 
(MBF). It was a fate which 
some thought awaited Loy's 
diversified corporate empire 
of financial services, prop- 
erty development, and fast- 
food outlets. 

MBf was then struggling 
under the weight of M$200 
million (US$80 million) in 
delinquent loans, and the fi- 
nancial sector as a whole 
was reeling from Singa- 
pores 1985  Pan-Electric 
crisis of unpaid forward con- 
tracts. The share prices of 


MBfH and its finance arm Loy: bouncing back. 





plunged on the Kuala Lumpur Stock Ex- 
change (KLSE) and stiff loan provisions im- 

by Bank Negara (BN, the central 
bank) stifled group earnings. 

But Loy is putting all that behind him 
now that the group's performance has seen 
a dramatic turnaround. “АП our companies 
are making money now,” he says. 

So much, in fact, that MBf 
is launching a long-awaited 
MBfF and MBfH one-for-one 
rights issue. The issue 
amounts, if approved, will 
exceed M$100 million for 
each company. Analysts say 
Loy has been angling for a 
major rights issue for three 
years. But until now his ef- 
forts had been frustrated by 


the group’s poor earnings 
record. 

At 50 M cents per 60 M 
cent share, the issue will 
push shareholders’ funds 


for MBF alone above the 
M$300 million mark. As of 
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31 December 1989, MBff shareholders’ 
funds stood at more than M$180 million, 
paid-up capital was M$111 million and is- 
sued shares totalled 221.25 million. This fol- 
lows a one-for-two rights issue in May last 
year which raised M$36.9 million. 

On the basis of this latest capital in- 
crease, according to Loy, MBf could jump 
from sixth to fourth place, in terms of asset 
size, in the ranks of major Malaysian bank- 
ing and financial institutions. 

Loy says MBfH's second-half 1989 results 
are due in a fortnight. He anticipates pre- 
tax profits “will be better than” the M$3.6 
million posted in the first half of last year. 
The first-half performance represented a 
sharp improvement on the pre-tax loss of 
M$26.5 million in fiscal 1988 and a loss of 
M$39.9 million in fiscal 1987. 

Things look just as rosy for MBfF. Pre-tax 
profit weighed in at M$8.1 million in last 
year's first half on total assets of M$2.9 bil- 
lion, compared with assets of M$2.5 bil- 
lion in fiscal 1988. "We have success- 
fully rehabilitated our bad loans and 
this year we will do better than 1989," says 
Loy. 

Mono Grenfell Asia Securities expects 
the finance arm's pre-tax profits to rise on 
surging loan demand and improved in- 
terest-rate margins, jumping to M$40 mil- 
lion in fiscal 1989 from M$7 million in 1988. 
Pre-tax profits are pegged at M$70 million 
in 1990. The price/earnings ratio (p/e), ac- 
cording to Morgan Grenfell, slipped to 16.6 





PROPERTY 


Kuala Lumpur flashes warning to foreign investors 





By Doug Tsuruoka 


oncern is mounting in Malaysia's 

property sector that the government 

has shifted its position on foreign in- 
vestment, ending a liberalisation trend 
since the mid-1980s. A get-tough attitude 
by the Foreign Investment Committee (FIC) 
is apparently designed to dampen property 
speculation that has been partially fuelled 
by foreign investment, according to prop- 
erty developers. 

The government, which is expected to 
call general elections this year, has shown 
increasing unease at rising property prices. 
Choice office space in Kuala Lumpur office 
buildings, for example, is selling at more 
than M$400 (US$148) a ft?, up from an aver- 
age of M$200 a ft? four years ago. 

General elections are not scheduled 
until 1991. Many observers, however, be- 
lieve Prime Minister Datuk Seri Mahathir 
Mohamad's new United Malays National 


Shaky foundations 


Organisation, the dominant party of the 
ruling National Front coalition, will call an 
early election to show its strength against a 
multiracial opposition alliance led by the 
Semangat '46 party. 

Under investment guidelines, foreign 
investors are allowed to own up to 10096 of 
property ventures, though they must even- 
tually reduce their holdings to 30%. As re- 
cently as a year ago, foreign investors were 
permitted up to five years to meet the 3095 
share provision. But the government ap- 
pears determined to shorten the deadline. 

Last year, Japanese trading house C. 
Itoh was allowed only three years to reduce 
its ownership to the 30% limit after it 
purchased a site in the city’s Golden 
Triangle district opposite the Merlin Hotel. 
In other foreign-owned property ventures, 
the FIC has limited the deadline to one year. 

The Fic has even shown that it is willing 
to shun foreign investment. In June 1989, 
the НС disapproved American International 
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Assurance’s (AIA) proposed M$23 million 
purchase of Resource Plaza from Malaysia 
Resources. The committee objected to AlA‘s 
multinational character, though the com- 
pany argued that purchase funds were 
being mobilised from its local savings and 
other Malaysian sources. The committee 
has also blocked the sale last year of Kuala 
Lumpur's Holiday Inn on the Park to For- 
bin (Hong Kong) Ltd. 

The FIC’s strategy, however, may also be 
designed to bolster fledgling Malaysian 
property companies, particularly com- 
panies owned by bumiputras, or indigen- 
ous Malaysians, from foreign competitors. 
"They just want to make sure more [prop- 
erty] goes to the bumiputras," one property 
analyst says. "The FIC can see the recession 
is over now. It doesn't need to make con- 
cessions unless it's a rescue operation." 


or whatever reason, the policy 

change has puzzled foreign invest- 

ors, who have shown strong interest 
in Kuala Lumpur's booming market for 
commercial high rises and residential 
space. Since 1988, eight high-rise office 
buildings, three supermarket complexes, 
five hotels and four parcels of development 
land in Kuala Lumpur have been sold to 
foreign investors. The total sale value is es- 
timated at more than M$800 million. 
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- Loy says MBF has fully complied with 
General Provision 3 loan requirements set 
by BN, but dismisses notions that the com- 
pany was given an easy. ride by regulators 
because of his ties to Prime Minister Datuk 
Seri Mahathir Mohamad and the Negn 
Sembilan royal family. "We are not going 
around like cowboys,” insists Loy, who cre- 
dits MBfs sound- management for BN's 
“very fair” demands for provisions against 
Бал losses, though ctitics discern account- 
áng practices in -past fiscal reports that do 
not conform with BN guidelines. 

The. group’ s tumaround has already 
been reflected on the KLSE, where MBF 
shares have risen to around M$1.81 from 71 
M cents over the past 12 months. MBIH has 
jumped to M$1.68 from 52 M cents over the 
same period. Strong buy recommendations 
from analysts are expected to drive share 
prices even higher in the coming months. 

. Loy says that MBF also plans to launch a 
property unit trust, and has "always been 
interested. in. acquiring a bank" to supple- 
ment its well-advanced efforts to enter the 
broking business. Other plans include 
erecting a new corporate headquarters to 
replace offices in Plaza MBf, a showcase 
tower sold to First Malaysia Property Trust 
last year to raise funds. 

:; MBf's property services subsidiary is also 
reviving M$2 billion in property projects 
that were ditched during the recession. Ш 
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Some foreign investors say the FIC is act- 
ing only as a rubber stamp agency for the 
Mahathir government, which wants the 
committee to steer attractive property to 
government-backed companies and away 
from foreign investors. The FIC refuses to 
‘comment on its actions. 

Property developers complain that the 
government's earlier flexibility on foreign 
investment in the property market was 
conveniently designed only to give local 
companies another window to sell their as- 
sets after the 1985-86 recession. They note 
that tumbling commodities prices in those 
years ripped the bottom out of the coun- 

` trys property market. 

^ Government officials, however, argue 

at something must be done to stop spiral- 

g real-estate prices or domestic property- 

trusts could find themselves priced out 
ve market. Currently, there are only two 

ted. Malaysian property trusts: First 
aysian Property Trust and Arab-Malay- 

ini First Property Trust. 

‘Plans by Bank Bumiputra and Malayan 
















«Banking Corp. to form a property trust 
“have just got under way. Property analysts 
. Say it is difficult to introduce new trusts be- 
use of a shortage in office and residential 
wcels for sale. Curbing the number of 

| approved for foreign ownership 
ild help чш рен trusts. a 
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Hongkong Bank keeps investors guessing 


The secret do 


nvestors were puzzled as well as disap- 
ү, pointed by the decision of Hongkong & 
Shanghai Banking Corp. not to disclose 
its hidden reserves, estimated by outsiders 
to range from HK$20-50 billion (US$2.6-6.4 
billion). The firm's shares fell 15 cents to 
HK$7.25 when the Hongkong stockmarket 
opened on 14 March, the day after Hong- 
kong Bank declared an 11% rise to HK$4.8 
billion in 1989 profits. 

The release of the group's financial re- 
sults was expected to be an opportunity for 
the bank to give shareholders at least an 
indication of when inner reserves would 
be revealed. But the chairman, William 
Purves, said that the board had not decided 
when to disclose them and that this would 
























of Scotland in 1981. ca 
Hongkong Bank appears relu 
veal its dowry until a marriage wi 
land Bank is near agreement. I 
that discussions on their future: ite 
are still at a "preliminary" stage. - 
There are other reasons for disap ope 
ment. Geographical diversification is 
tended to ensure that a profits тесе ini on : 
market is offset by a better performance in 
another. But Hongkong Bank faces prob- 
lems on almost every front. Hong 
Bank of Australia sustained a net К 
AS$81 million (US$50 million) last ye 
against a net profit of A$21.9 million in 
1988. Brokers estimate that the bank's total 
exposure to the companies of Alan Bond, 
now fighting for his survival, is around 
US$600 million. Midland Bank, reckoned 








depend on moves taken be the weakest of the big 

by other. international THERE four banks in Britain ‚ de- 

banks to reveal their's. fo NN clared a pre-tax loss of 
One vital reason for Р. Ж = i £261... million . 

the market's anticipation SONS million) in 1989 


is the possibility of a 
merger with Midland 
Bank, the ailing British 
dearing bank in which 
Hongkong Bank holds 
14.9%. It is in the in- 
terests of the latter's 
shareholders that, in the 
event of a share swap, 
Hongkong Bank’s stock 
should more fully re- 
flect underlying asset 
value. 

Book value was sub- 
stantially increased by a 
November 1989 revalua- 
tion of the group's prop- 
erty by HK$13.8 billion. 
This helped to raise 
shareholders’ funds by 
47% to HK$52.7 billion. 
But this has done little to satisfy demands 
for greater disclosure. 

Under an agreement, Hongkong Bank 
will not raise its stake in Midland Bank until 
November 1990, but political considerations 
may force it to move quickly after that. 
British Prime Minister Margaret Thatcher is 
likely to call a general election next year in 
which she will face a much stronger chal- 
lenge from the opposition Labour Party 
than in the past three polls. A merger of a 
British clearing bank with Hongkong Bank 
could well become an election issue. The 
Bank of England blocked Hongkong Bank's 





attempt to take over the smaller Royal Bank 











Purves: can't say, won't say. 
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» suspects Japanese companies of dodging tax 


А сйоп 
























"apanese companies with US sub- 
Sidiaries and affiliates are bracing for 
J heightened US-Japan "tax friction." 
Capitol Hill suspects that these companies 
have used transfer pricing to cut their US 
profit and tax liability. 

The US Congress and Internal Revenue 
. Service (IRS) have investigated the allega- 
. tions, and have concluded that companies 
_ with foreign parents are indeed paying 
. . high prices for their imports of products, in- 
(s puts, services and technologies from their 
| parent companies, in order to cut their 
tax liabilities. Foreign car and electron- 
ics companies — notably those with a Ja- 
panese connection — are particularly sus- 
pected. 

' The IRS estimated that in 1986 foreign 
companies operating in the US had US$543 
billion in gross profits, but took tax deduc- 
tions of US$544 billion. Foreign-owned US 
assets tripled in a decade to US$1.8 trillion 
and the gross income of foreign-owned 
companies more than doubled. But the 
total taxes paid by these companies hardly 
increased. The taxes lost to the IRS in the 
past decade could amount to US$12 billion, 
according to one IRS official. 

Те Irs is investigating hundreds of for- 
ерп companies, most of them Japanese. 
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ing a دت‎ retreat Жоп the Kuala 
Lumpur Stock Exchange (KLSE), 
where : scrip-processing problems are grow- 
ing and late deliveries commonplace. 

=- At least six Singaporean dealers are re- 
fusing to do business through the KLsE's 
Malaysian companies as part of a boycott 
that started last week. The boycott appears 
о be spreading. “Forty percent of Singa- 
pore brokers are reluctant to deal with 
Malaysian shares," according, to one in- 
ed source. 

gns of trouble. surfaced early this 
ith, when. some Singaporean brokers 
fused to trade i in most Мн shares. 























Motorcycle manufacturer Yamaha's US af- 
filiate has a court case pending in which it is 
accused of overstating the amount it paid to 
the parent company for motorcycles 
and related products. Yamaha allegedly 
underpaid US taxes in 1981-84 by US$133 
million, which the IRS is now trying 
to collect, together with a fine of US$13 
million. 

Economic nationalists among US legis- 
lators are making maximum use of the 
material, relating it to general issues of for- 
eign investment, foreign influence-buying 
in Washington and unfair competition. 
oen. Jesse Helms has requested Congress 
General Accounting Office to look into the 
matter before 1 September — just in time 
for the November mid-term elections. 


pecifically, Helms wants to know 
whether foreign governments, com- 
panies or their US agents have lob- 
bied the Treasury Department or the IRs 
about the transfer pricing issue, whether 
the alleged improprieties extend beyond 
the car and electronics industries, and 
whether and how underpayment of taxes 
by foreign companies here affect US com- 
panies' competitiveness. 
Japanese companies claim they are 
being unjustly victimised. One car com- 
pany executive recalls how some years ago 

















Singapore brokers retreat Jie scrip-encumbered KL 


Managers at Singaporean brokerages say it 
is too difficult to process scrip on the KLSE 
and are waiting for exchange officials to 
take decisive action before resuming busi- 
ness. Brokers say the reluctance of the Sin- 
gaporean brokerages is underscored by 
trading backlogs and equipment break- 
downs in Singapore that are making it dif- 
ficult deal in Kuala Lumpur. 

At the centre of the KLSE controversy is 
the issue of allowing more flexibility for 
contra dealings, the buying and sell- 
ing shares without possessing certificates. 
Brokers say paperwork blunders and the 
exchange's new fixed-settlement and deliv- 
ery schedule have made such transactions 
impractical. - 








Brokers say average daily turnover. on . ket crash 


oed in to dai е dat т dun da. had 
Piy overpricing the cars sold here. T 
panese tax authorities ended up paying the 
IRS ¥80 billion (US$529 million) — the tax 
bill which Toyota and Nissan supposedly 
should have paid in the US rather than 
Japan. 

The Japanese say that many Japanese 
car and electronics companies are new to 
the US and have yet to break even. Further, 
US tax law permits consolidation of losses 
of manufacturing operations with the pro- 
fits of affiliated distributing operations, 
which reduces the ms take. Finally, 
the Japanese stress that corporate tax 
rates are higher in Japan, so there is little 
incentive to boost profits in Japan while 
cutting them in the US. The Japanese 
admit, however, that establishing "fair" 
prices in intra-group transactions is not an 
easy matter. 

Ironically, if the allegations are correct, 
then the direct corollary of overly high 
transfer pricing is that Japan's trade surplus 
with the US is correspondingly less than 
the official figures show. 

In another area of tax friction, Congress 
in November passed a bill which for the 
first time bars tax deduction of a US com- 
pany's interest payments to foreign parent 
companies. This means that a US sub- 
sidiary's borrowings from its foreign parent 
will be considered as equity and taxed ac- 
cordingly. The Japanese say this will not in- 
crease the IRS' revenue, but will merely 
stem the flow of foreign capital. into: e 
US. ш 








the KLSE has slipped noticeably because of 
the fewer Singaporean orders placed 
through Malaysian brokers. A daily aver- 
age of 40 million shares has been. changing 
hands on the KLSE, compared with 60 mil- 
lion before the boycott. Increasing numbers 
of foreign fund managers and institutional 
investors are also avoiding the KLSE by trad- 
ing in Malaysian shares on CLOB Interna- 
tional, the over-the-counter trading net- 
work introduced by the Stock Exchange of 
Singapore (SES) following its 31 December 
delisting with the KESE: 0 0 

In any event, all partie аге awaiting the 
results of a tense meeting 2: 
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L to change name 





rs IXL, the world’s fourth-largest 

т, said it will change its name to 

| Brewing Group in a restructuring 
ed at reducing its debt load. Elders, 
"wants to concentrate on brewing, 
divest its natural-resources and 
ancial-services divisions and spin off 
agribusiness operations to shareholders. 
Assets to be sold in Australia, the US and 
Britain should add about US$1.52 billion to 
the brewer's total cash assets and 
shareholders’ funds. The remaining 
company will be a single-purpose brewer 
with units in Australia, Britain and 
Canada. The company also agreed 

to buy breweries in Britain owned by 
Grand Metropolitan and merge its own 
pubs in the country with the British 
company’s. 































































US seeks aid for Vietnam, 
Cambodia from the IMF 

P The US, which for more than a decade 
had opposed international assistance to 
Vietnam, asked the IMF to sell US$1.2 
billion of its gold to help 11 of the world’s 
poorest nations, including Vietnam and 
Cambodia, pay off debts to the fund, US 
officials told Congress. In September 1989, 
Washington blocked Vietnam’s re-entry 
into the international economic 
community, demanding that the country 
first contribute towards a comprehensive 
political settlement of the Cambodian 
conflict. The IMF suspended its lending to 
Vietnam in 1985. 


World Bank approves 
US$60 million China loan 
>> The World Bank approved a US$60 
million agricultural-development loan for 
China. The bank approved a US$30 million 
earthquake-relief loan in February on the 
grounds that it met “basic human needs,” 
but it held off on a decision for the 
: agricultural loan at the request of the Bush 
ninistration, which has complained 
t human-rights abuses in 
US officials say Washington 
ic support the agricultural loan 
se it will be used for basic human 









undai t to -— venture 





South building a 0985 billion 
rock егпісаї complex in the Soviet region 





venture with Combustion Engineering of 
the US. Although Hyundai’s stake in the 
project will be minimal, the company 
expects to be awarded the construction 
contract. The value of the contract is 
estimated at US$2 billion. 


Jakarta to cut back 

on fuel subsidies 

> Minister of Mines and Energy Ginandjar 
Kartasasmita said Indonesian Government 
fuel subsidies, which amount to US$267 
million a year, will be scaled back in the 
fiscal year beginning on 1 April to reduce 
domestic fuel consumption. Indonesia's 
fuel consumption has been growing 576 
annually since 1986. At this pace, Ginanjar 
said, Indonesia would become a net oil 
importer by 1998. He said President 
Suharto would make the decision on how 
much to raise fuel-oil prices. 
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New Zealand lists guidelines 
for telecom privatisation 

P Foreign investors could become majority 
owners of New Zealand Telecom Corp. if 
the company is privatised, but they would 
not end up with final control, according to 
the government. In a paper presented to 
parliament, the government said that in 
any privatisation of Telecom, it would 
insist NZ$500 million (US$295 million) of 
the company’s shares be floated to New 
Zealanders and it would hold a “Kiwi 
share.” Such a holding, the government 
stressed, would effectively give it residual 
control. The government also said it would 
allow a maximum individual shareholding 
of 49.9% in Telecom, which is valued at 
more than NZ$2.4 billion. It said 
safeguards on pricing: and the provision T 
services would also be stipulated. 










Taiwan expected 
curbs on China tra 
> Taiwan's Mainland Айа 
recommended regulations 1 
allow government officials, 
and other groups to travel to 
Government officials expect 

approve the p policy, vhich i 
only formalise а 
exists, later this mont 
businessmen have been trave ig to CT 

for several years under the pretext of 
family visits and have been clamouring for | 
an opening, of direct trade. 








у enture-capital firm formed | 
by Nomura in Singapore _ 


> Nomura Securities, Japan's ү : 
securities company, has set up a ventur 
capital company in Singapore. Nomura . 
Securities’ principal venture-capital arm, 
Japan Associated Finance Co., holds x 
of the new company, Nomura/Jafco _ | 
Investment (Asia). Nomura Securities an 
affiliates own a further 40% of the joint. 
venture, with the remainder being held by 
two other Nomura group concerns, NRI 
Singapore and Nomura Finance. 
+ 


Caltex Oil might shun 
Thai refinery project 


P Caltex Oil said it might back out of pla 
to build a new refinery in Thailand after. а 
government subcommittee on energy. | 
ordered the company to build the complex 
in southern Thailand. Caltex was awarded 
a controversial permit to build a fifth . 
refinery in February only a few weeks after 
it had lost a bid to build a fourth refinery 
to Shell, Caltex wants to build its тее 
near Mab Tha Phut on the eastern 
seaboard, but the panel said only Shell . 
could have а en in that area. — 


Moody's improves rating 
of Malaysian bonds - 


» Moody" s Investors Service raised the 
rating of all outstanding foreign-currei 
bonds issued by the Malaysian — ^ 
Government to АЗ from Ваа-1. The 
company said it improved the rating 
because of improvement in Malaysia’ 
external debt апа debt-serviciny 
since 1986 as well as the countr 
accelerated pace of industrial ех pansi 
Moody’s also said it is reviewing its. A2 
rating of foreign-currency bonds. issued 
Korea Development Bank. It said the · 
country’s improved external-debt situ 
has been one of the most impressive 
international financial tumarounds, inthe 
past four years. 
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oomsayers blame Taiwan’s free- 
wheeling bourse for sapping the 
island’s work ethic. Why bother 
: holding down a job, the argu- 

ment goes, when anyone can double his 
money in a year by playing blue chips on 
the Taipei Stock Exchange (Т5Е)? 

|. Shroff, ever upbeat, is delighted to have 
+ found a counter-example to prove the 
|. Jeremiahs wrong. In at least one instance, a 
| stockmarket punter can net a good job — 
| -well-paid, with a resounding title to flaunt 
| before his in-laws — solely by dint of his 
addiction to the TSE casino. 

Close scrutiny of the classified columns 
of local newspapers late last year would 
| have revealed, sandwiched among the es- 

.. cort services and virility tonics, a small but 
enticing “Help Wanted” ad seeking a chair- 
man, president, general manager, mana- 
gers, department chiefs and deputies for 

something called the New Citizens’ Fund. 

~~ The sole job requisites for these posts 
were shareholdings in the "Old" Citizens' 
Fund, a dosed-end mutual fund product 
offered by the International Invesgnent 
‘Trust Co. (ur) The required holdings 
ranged from 10 million shares for a chair- 
manship to just 200,000 for an assistant de- 
qo nt chief — not much, considering 
| that the fund has nearly 500 million shares 
| outstanding. Remuneration, too, ran as 
| high as NT$19,200 (US$730) a month for 
| the chairman, down-scaled proportionately 
-for lesser "officers." 

The ad indudes no job descriptions; 

only the assurance that the New Citizens’ 
Fund employs "the latest Japanese man- 
agement systems." An industry analyst 
translates: the promoters of the "New" 
-fund use their captured shares to earn big 
` profits from the "Old" fund in a high-vol- 
ume ramp. 
. The Citizens’ Fund is not the only such 
target, the analyst adds. All four of the 
closed-end mutuals on the TSE have at- 
tracted similar cartels. They have become 
“the hottest game in town this year. 

` The timing offers a due to what is going 
m. The mutual funds’ take-off has coin- 
ided with two key developments — the 
imposition of a 0.6% turnover tax on all 
tock transactions, and the suspension of 
Xerest payments by the beleaguered 
lung Yuan underground investment 
house (REVIEW, 25 Jan.). 
`` The turnover tax was designed specifi- 
cally to squelch ramping, and generally 

amp down speculation. On the other 
, the regulators wanted to SiR 
he more sober-sided trust companies. So 














funds at the much lower rate of just 0.1%. 

Nothing wrong with that in principle. 
Managed money tends to behave itself 
rather better than individual punters’ 
money - after all, institutions diversify 
their portfolios, rely on fundamentals, hold 
scrip for longer and speculate less. 

For all that, industry sources reckon in- 
stitutional investment accounts for barely 
4% of TSE volume. In mature markets, by 
way of contrast, institutions typically ac- 
count for up to three-quarters of trading. 

With an average daily volume well over 
NT$100 billion, the TSE now ranks second 
or third in the world by turnover. No mar- 
ket of this size has anything like Taipei's de- 
gree of individual investment. 


But, if the point of the exercise is to en- 
courage more managed funds, HT analyst 
Yuan Hung-lung wonders, why are reg- 
ulators dragging their heels about approv- 


Speculator's dream 


Closing price s=- 


ing new mutual fund products for the four 
investment trusts? 

The stated reason is that they are wait- 
ing to iron out kinks in all four applications 
so that no trust can get a head start on the 
others. Shroff finds this less than compel- 
ling. By dawdling, the regulators are un- 
dermining their own purposes. As long as 
the closed-end mutual funds receive a turn- 
over tax break while remaining restricted to 
just the current four entrants, the sector will 
naturally attract every ramper in town. 

The numbers suggest that this is pre- 
cisely what is happening. An index of the 
four funds has more than quadrupled in 
value since early 1988. As recently as last 
December, all four funds (solely for local in- 
vestors) were trading at discounts of 20% to 
net asset values. Now they are command- 
ing premiums of 150-200%. 


... FAR EASTERN ECONOMIC REVIEW. 





How to out-ramp Taipei | 


they decided to tax turnover in mutual | 
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Most staggering of all has been the up 
surge in turnover in closed-end mutuals 
From a mere 5% of total TSE volume a yea 
ago, the four funds have shot up to accoun 
for nearly 40% of overall market turnove 
early this month — though admittedly tha 
was as a proportion of a trading volum 
that had temporarily declined to a “mere 
NT$80 billion or so due to market qualm 
about Taiwan's uncertain presidential polls 

On a busy day, as much as two-thirds c 
the funds’ outstanding capital can chang 
hands. That is enough to scare some of th 
funds’ own key employees into cashing i 
the personal holdings they retained fror 
the initial issue, even though they are leg 
ally barred from buying them back on th 
secondary market. 

They seem to be the only ones givin 
the closed-end mutuals a miss these day: 
Other individual punters just cannot рє 
enough of them. Brokers, including som 
of Taipei's biggest, actively tout the mu 
tuals. So does the island-wide network c 
10 heavily patronised investment advisor 
"stations" promoted by Hung Yuan's repu 
ted financial wizard Yu You-ming. 

Yu retains a cult following despite th 
contretemps of his und d inves! 
ment house. Could it be that with the bene 
fit of "sophisticated Japanese managemer 
systems," closed-end mutuals: could prc 
vide the wherewithal to meet Hung Yuan 
interest payments this month? 


At least market regulators can consol 
themselves about one aspect of the surge ii 
closed-end mutuals: they are not reflecte 
in the TSE index. If they were, the rise in th 
index (21% so far this year) would. loo 
even more absurd than it already does. 

Spoilsports half hoped that the rulin 
party's intra-mural power struggle woul 
finally prick the TSE bubble and bring share 
down to more sustainable levels. Indeec 
scrip prices did waver briefly in the fin 
week of March, but resumed their climb г 
soon as the political rift was temporaril 
patched. Price-earnings multiples still ave 
age well over 100. 

And that is despite a welter of ba 
news: a slide in the local currency, dizzyin 
domestic interest rates, a massing of con 
munist military might across the Taiwa 
Strait, a mysterious island-wide outbrea 
of apparent arson attacks, swingeing prc 

increases in real-estate taxes, 
haemorrhage of human and investmer 
capital and so on. As the Chinese prover 
says: “If you. don't t stoj tone, don’ t stop < 

























‘thomas Kramer Group offers the first opportunity for investme 


ы 


( economic miracle ) 


Our Offer: B | | Our Strategy: 


We offer you the possibility to participate in one We invest your capital in companies, buildings and 
< Of the first investment opportunities in the real estate to restructure, modernize and 
-Teal estate and corporate acquisition sector in develop in East Germany. | 


East Germany in the form of a limited 
commercial partnership. | 
We provide management control to companies in 


Ме offer Financial Services with 100 experts for East Germany г enabling them to compete | in a _ un 
С M & A's, LBO's and real estate management free market. | e T 
and acquisitions in East and West Germany. е 
We are in acquisition negotiations with approxi- We don’t give companies in East Germany loans, 
mately 3000 companies and 25 projects are but make long-term investments through 
ready to be contracted when the legal structure — acquisitions. 


in East Germany is changed. 


We try to achieve outstanding long-term gains We help to improve the stadar of living 
of your limited commercial partnerships, in East Germany and create the 
instead of promising high yields markets of the future. 


. and quick returns. 


Zittelstrasse 10 — D-8000 Munich 40 — German 5 
Tel: +49 /89 / 300 90 63 — Fax: +49 / 89 / 300 
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| Appointment 







.| PADEK is a consortium comprising NOVIB, Oxfam America, Oxfam 
Belgium, FOS and Oxfam Hong Kong support development ac- 
tivities in Cambodia under the name PADEK (Partners in the Deve- 
lopment of Kampuchea). The post of 


FIELD REPRESENTATIVE PHNOM PENH 
for the PADEK Consortium 


will be vacant from 1 May 1990. 

The Field Representative is responsible to the Consortium through 
the Secretariat, located at NOVIB, the Haque, the Netherlands. 
Decisions are taken by the PADEK Consortium 


Responsibilities: 





| То plan, тападе and implement the agreed PADEK programme 
p and assist Cambodian partners in the implementation of projects. 


A Supervise the team of experts employed by PADEK for advising 
and implementing specific projects. Act as the PADEK representa- 


| tive in Cambodia, establish and maintain close relations with relev- 


` ant governmental and foreign agencies in Cambodia. Prepare pro- 
j| grammes for visiting delegations, To report on the situation in Cam- 
| bodia and recommend on policies aad priorities to be adopted by 
| РАРЕК in projects, development education, campaigning and lob- 
буто. 


Conditions 


<- The Field Representative is based in Phnom Penh and will be em- 
ployed for two years. The contract may be extended upon mutual 
agreement. Frequent travel within the country and occasional inter- 
national travel is required. The gross salary amounts to a minimum 
of Dfl 4.589 and a maximum of Dfl 5.562 per month, according to 
age and experience plus allowances. 


Requirements 


в A university degree in a discipline relevant to PADEK's work, 
m Extensive field experience in Asia, preferably in Cambodia, 
m Affinity with and experience of the development work of NGOs, 
f: w Ability in project policy formulation, 
w Proven abilities to supervise a team of experts, 
a Management and administrative skills, 
и Written and spoken fluency in English and French. 


t Applications to Personnel Department, NOVIB, Amaliastraat 7, 


| 2514 JC, The Hague, The Netherlands, before April 6, reference 


number 9012. For more information contact: Mrs. W. van Suijlekom, 
. 070-3421621 


Investment Opportunity 





TOTAL LOAN PACKAGES 
„We provide loans as well as guarantees for principal repayment and pay- 
| ment of annual interest. - NF 

. ¥ Principal self liquidating — Interest prepaid _ 

B Minimum US$5 millions — Maximum US$100 millions 

са ThreetoFourweekstocompletion 5 

ш Uncomplicated procedures — Broker enquiries invited 

ü tsrequired. — | 





MA IN COMMUNICATIONS POLICY STUDIES 
This taught MA Course provides a broad overview of policy develop- 
ment in mass media, telecommunications and information technol- 
ogy plus detailed analysis of sectors or issues of the student's own 
choice. It can be taken full-time over one year or part-time over two 
years. The Course is inter-disciplinary and includes teaching on: 


COMMUNICATIONS AND TECHNOLOGY 
POLITICAL & SOCIOLOGICAL ANALYSIS OF COMMUNICATIONS POLICY 
INTERNATIONAL & BRITISH & EEC COMMUNICATION POLICY 
ECONOMICS OF COMMUNICATIONS 
JAPAN & THE USA; MANAGEMENT & COMMUNICATIONS 
DEVELOPMENT ECONOMICS AND COMMUNICATIONS 


Facilities for research leading to MPhil and PhD degrees are available. 


Further detaiis and application forms from: 
Secretary: Communications Policy Centre, 
Department of Social Sciences, 

City University, Northampton Square, 

London ECIV OHB, 

01-253 4399, ext 4505 


Business Opportunity 








MONTREAL, QUEBEC, CANADA 


Well Established Sewing Machines And Supplies Busi- 
ness For Sale. Approx. $4.0 Million Cndn. Gross Sales. 
Continuity of Management Assured if Required. 


For More Information Contact: 
Lawrence Kaplan С.А. 
Lawrence Kaplan & Company 
5250 Ferrier, Suite 710 
Montreal, Quebec H4p 1L4 . 
Phone or Fax (514) 739-2781 

















UNITED STATES IMMIGRATION E 
Obtain US Immigration via INVESTMENTS ог. establishing AMERICAN | 
BRANCH COMPANIES, etc. ALL MATTERS HANDLED PERSONALLY BY | 
LICENSED US ATTORNEY/PHD ECONOMIST THRU CONTINGENCY FEE | 
ARRANGEMENTS. Representation also available for immigration to Canada | 
and other countries. Frequent visits made to Hong Kong and other Asian cities. | 
Contact: Edward P. Gallagher, Attorney-at-Law | 
Р.О. Box 70302 

Washington, D.C. 20088(USA) 

FAX: (301) 983-3439; TELE: (301) 986-9303 
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international Classified Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongkong 
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Thank you, 


Review 


2,100 subscribers 
to the Far Eastern 
Economic Review 
assisted us by com- 
pleting a confiden- 
tial survey of Asian 
countries and multi- 
national companies 
active in the region. 
As a result, a total 
of HK$15,000 will 
be contributed at 
their request to 
the United Nations 
High Commissioner 
for Refugees, the 
World Wide Fund 
for Nature, and the 
International Union 
Against Cancer. 
Thank you for 
your generosity. 





VARIETY IN THE AIR, THAT'S BIMAN 


Rajanigandha ! 
The New 
Executive Class !! 


As with everything else about 
Biman's New Executive Class, 
you'll find the food simply 
delightful. We serve a wide 
variety of fine cuisine. 
Business travellers will also 


appreciate the extra 










leg-room and 





unrivalled course 
by course first class С 
meal service. Because we changed the name only, 
from ‘First Class’ to ‘Rajanigandha Executive 
Class. So next time fly Biman Bangladesh 
Airlines Rajanigandha Executive Class 
to Bangkok, Singapore, Paris, Athens and 
London. 25 exotic destinations in Asia, 


Africa & Europe. All on first class 
at executive class fares. 





Biman 
BANGLADESH AIRLINES 


Your home in the air 


25 International and 7 domestic destinations : Abu Dhabi 








Athens Amsterdam Baghdad Bahrain Bangkok Bombay Calcutta 
Doha Dubai Frankfurt Jeddah Karachi Kathmandu Kuala Lumpur Kuwait 
EE London Muscat Paris Rangoon Riyadh Rome Singapore Sharjah Tripoli 
Dhaka Chittagong Cox's Bazar Jessore Rajshahi Sylhet Saidpur 
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RESEARCH AND 


INNOVATION 


The quiet Americans 


uring the recent debate in the US 

over the proposed consortium to 

manufacture dynamic random 

access memory chips (DRAMs), 
there was one peculiar omission. Virtually 
no one mentioned that Motorola, the 
largest US chipmaker (not counting IBM, 
which makes chips solely for its own con- 
sumption), is constructing a massive 
US$500 million DRAM plant near Austin, 
Texas. 

What makes this omission odd is that 

the rationale behind US Memories, as the 
proposed consortium was — somewhat 
jingoistically — known, was to provide US 
computer companies with a secure source 
of domestic supply for DRAMs. Two months 
after the proposal was launched last 
June, Motorola began building just such a 
source. 
The US Memories proposal, which was 
backed by IBM, two other computer makers 
and four specialist chip houses, came in the 
wake of a DRAM drought that had many 
companies begging for more chips from 
their suppliers. Its backers argued that such 
dependence on Japanese companies, who 
are reckoned to control anywhere from 75- 
85% of the DRAM market, and which are 
themselves also computer makers, pre- 
sented a threat to the continuance of the US 
lead in the computer field. 

US Memories collapsed in mid-January, 
having failed to persuade any other US 
companies to join. The US media then pro- 
ceeded to excoriate the managements of 
companies that did not join, accusing them 
of being shortsighted and unpatriotic. It 
was suggested that they did not join “for 
fear of offending their Japanese suppliers.” 

In fact, however, it is easy to argue that 
the computer makers were just being 
sensible. They knew that, in addition to 
Motorola, several Japanese chipmakers 
were rushing to establish or expand their 
US manufacturing presence. 

And, rather than spending huge sums 
on an uncertain entity, they preferred to 
strike deals with existing DRAM makers. For 
example, Texas Instruments (TI) reports 
that some of its customers have been de- 
positing tens of millions of dollars in pre- 
payment for DRAM capacity down the line. 
TI is using this money as part of a US$1.2 
billion programme to upgrade its old plants 
and construct new ones. 

This brings us back to the question of 
why what is probably the biggest single in- 
vestment ever made in a US semiconductor 
manufacturing facility has been ignored. 
One answer is that when it goes into full 
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production in 1991, Motorola's plant will 
make DRAMs using Toshiba technology. 
Thus, in the minds of many, the US firm is 
effectively under Japanese thrall. But a visit 
to Motorola's memory products division in 
Austin leaves the visitor with a very differ- 
ent impression. 

Motorola quit the DRAM business after 
the bloodbath of 1985, when the collapse of 
the personal computer market led Japanese 
firms to dump their chip surplus on the US 
market. The establishment of a safety net 
for prices in the form of the fair market 
value system combined with requests from 
customers prompted the company to throw 
its hat back in the ring. 

But DRAMs need a long development 
cycle: it can take 10 years to move a gener- 
ation of chips from the development stage 
through to volume production. Thus the 
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Motorola's Texas plant under construction. 


only way for Motorola to get back into 
DRAMS was to team up with a partner. 

The agreement it signed with Toshiba is 
usually seen as a straight swap — DRAM 
technology for a licence to build the US 
firm's microprocessors. In fact, however, as 
Bud Broeker, director of Motorola’s DRAM 
product operations in Austin explains, 
there was more to it than that. In return for 
access to the US firm's technology, Toshiba 
will also assist Motorola in gaining access to 
the Japanese market. 

This strategy appears to have been 
working very well. Broeker claims that 
Motorola is now selling "a substantial 
amount" of memories in Japan. The chips 
are produced at Tohoku Semiconductor, 
the manufacturing joint venture set up by 
the two firms near the northern Japanese 
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town of Honshu. The joint venture ha: 
provided Motorola with an opportunity tc 
learn from the Japanese at first hand. 

Particularly significant have been the 
lessons in what Broeker calls “soft technol 
ogy.” For example, the importance of train 
ing operatives on the equipment that they 
are actually going to use. The workers whc 
will staff the new plant in Austin have beer 
sent off for months at a time, at the com 
pany's expense, to Motorola's megabi 
memory plant in East Kilbride, Scotland. 

How has Motorola been able to make 
such a huge investment in plant, equip 
ment and training at a time when the cos: 
of capital in the US is so high? The probable 
answer is that the company's recently re- 
tired chairman, Robert Galvin, has taken 2 
longer-term view than most US executives. 
He has been able to do this because his 
family still owns a large share of the com- 
pany his father founded in 1928. 

The cost of capital will become less 
important in the future, predicts Wally 
Rhines, executive vice-president of TI's 
semiconductor group. He sees the differen- 
tial between what US companies and their 
Japanese and South Korean rivals have to 
pay narrowing as world markets move 
closer to equivalent rates and Asian banks 
become more global. 

Unsurprisingly, as the largest US-based 
producer of DRAMs, TI did not take a posi- 
tion on the debate over US Memories. Like 
Motorola, TI is often perceived as tainted by 
its connections with Japan. The company 
has manufactured chips there for about 20 
years; the manager of its worldwide mem- 
ory products is Japanese; and TI also has an 
agreement with Hitachi on the develop- 
ment of 16-megabit chips. 

When this agreement was announced 
two years ago, it was greeted with dismay 
in the US — another once-proud American 
company had succumbed to Japanese influ- 
ence. In fact, it turns out that the pact was 
restricted largely to an exchange of informa- 
tion. 

Last month, TI announced that it would 
begin production of its US-designed 16 
megabit chip at its Dallas plant around the 
middle of next year. This would put it only 
slightly behind IBM, which remains the in- 
dustry leader in DRAMs, and ahead of Ja- 
panese firms like NEC and Toshiba. 

US observers are undoubtedly right to 
be concerned about the future of its 
semiconductor industry. At the same time, 
however, they should not underestimate 
the resilience of their top chipmaking firms. 

= Bob Johnstone 
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An experienced 
wholesale bank, 
WestLB accom- 
panies your inter- 
national finance 
operations. 


20 years of experi- 
ence in Corporate 
Finance, the solidity 


AAA 


Yo NON WS NEA 


е! " ҮҮТ 
yn P VAS PUPA "bad Meng t e qunm ren н 


FW mo "Y m +: qe 


ҮЙҮ AMAN e 


ADARA] 
CCEA 


۶ 
i] 
DUC. 


TNNT T VN 
NU ur Tm 


, p 7 


of a state bank and 
the leading role 
played by WestLB. 
On this sound foun- 
dation, WestLB suc- 
cessfully combines 
classical products 
with innovative 
solutions, applying 
the right mix of 
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state-of-the-art 
technology and 
personal creativity. 
Thats why WestLB 
rightfully belongs 

at the top of your 
shortlist - from Cor- 
porate Finance and 
Investment Banking 
to Treasury. And 
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Introducing the German bank that offers finely tuned 
А N YA ie instruments in а finance: WestLB. 
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with a global net- 
work stretching 
from Düsseldorf to 
New York and from 
Tokyo to Toronto, 
WestLB is perfectly 
equipped to set 

the tone for your 
international finance 





operations 


WestLB 


The Westdeutsche Landesbank 
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This is all you ever need 
to know about us. 
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Room n 501 at The Seoul Plaza Hotel 


When Mr. Hubert is in town, his friends know where to contact him. 


Things have changed since Mr. Hubert was first booked into the Plaza by a 
Korean friend seven years ago. New buildings have sprung up across the 
skyline. New cars cruise the city streets. Even the Plaza itself has changed, 
with new decor, new restaurants and new modern business facilities. 


Ah, and new hotels have been built too. Why then does Mr. Hubert return 
time and again to us? 


"It is, you might say, a sense of refinement, something abstract... something 
to do with... the people and the place. The Plaza may no longer be Seoul's 
most famous hotel, but it is eminently comfortable and superbly staffed. It 
is, to be frank, everything | need.” And that is enough praise for us. The 
Seoul Plaza Hotel. Like staying with friends. 


23. 2-Ka, Taipyung-Ro, Chung-Ku. Seoul, 100-102 Korea 
TEL (02)771-22 TLX K24424 & K26215 
FAX (02) 755-8897, 756-3610 CABLE PLAZAHL SEOUL 


For Information and guaranteed reservations: ——————————————————————————————————————————— 
® SEOUL PLAZA Tokyo Office: Tel. (03) 212-0234 Tix. 2222876 GOC JAP J Fax (03) 212-2369 New York Office Call Toll Free 800-447-2311 Fax (201) 947.0767 
B Supranabonal Hotel Reservations Dusseldor (0911) 25.04.96 London. Tet (01) 937-8033 ш Prince Hotels Inc. Tokyo. Tel. (03) 209-8686 Pans Tet (1) 45.79.9230 
E Loews Representution international Call Toll Free 800-223-0888/Normh USA (Canada Сай Toll Fee 800-522-5455/New York State I LR L/Psoilc куо 216-0016 


Now, the power 


of the blossom 
1S at your 


fingertips. 
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In April, two of Japans most successful banks merged. 
The marriage of Mitsui Bank and Taiyo Kobe Bank 
will create a new leader in the world’s financial institutions. 
Our symbol 15 the cherry blossom, a symbol of the fruitfulness 


we promise in any relationship you form with us. 


The cherry blossom also symbolizes an opportunity for you 
to tap a powerful new source of experience and committed expertise 
which will help your business blossom: Mitsui Taiyo Kobe Bank. 





^. MITSUI TAIYO KOBE BANK 


Je Head Office & Headquarters: Tokyo 


[д All The Best Airlines 
We Check Our Passengers On Board. 
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he By One. 


" just one step in the electronic tracking of your international 
express shipment, when you send it LIPS 
Recognizing that your delivery is as vital to our business as it is to yours. 
A point of view which happens to have made us the worlds largest package delivery company 
And, often, the most economical 
The UPS international network now offers express delivery of parcels and 
documents to over 180 countries and territories worldwide 

But we never forget how we will maintain your trust. One delivery at a time 

By our people taking personal responsibility 


On the ground. In the air. Every step of the way 
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United Parcel Service 


As sure as taking it there yourself 


For further information call Australia: UPS/Rohlig Express * Tel 2/6630774 or 008/252485 Brunei: UPS/Jayapuri (B) Sdn. Bhd * Tel 2/42401 or 43689 China. Peoples Republic of: UPS 
Sinotrans * Tel. Beijing 1/482278, Guangzhou 20/861171, Shanghai 21/3213862 Hong Kong: LIPS * Tel 7353535 India: LIPS/Elbee * Tel 22/6124449 Indonesia. LIPS/PT Global * Tel. 21 
3803267 Japan: UPS/Yamato Express Service Co * Tel 0473/276121 Korea: UPS/Korea Airfreight Ltd * Tel 2/6934419 Macau: LIPS* Tel 7353535 Malaysia: LIPS* Tel 3/2552566 New 
Zealand: LIPS/Hi- Way Transport Ltd * Tel 9/2754009 Papua New Guinea: RLC Air Cargo * Tel 251511 Philippines: Delbros Inc * Tel 2/8321565 to 69 Singapore: UPS Tel 5425151 
Taiwan: UPS * Tel. 2/5975998 Thailand: LIPS * Tel. 2/5114881 or 5112190 or 5111679 or 5114351 ® Trademark and service mark of United Parcel Service of America, Inc, of USA 








{шт o е the level of its former 
deur. The weight of its decadence and 
dts inability to accept new ideas will con- 
| tinue to hold it back forever. Its only 
: hope i is to be broken up and reborn as part 
_of some new emerging culture; but which 
one? 
` The countries of Asia that are rising now 
: are timid, powerless former colonies of 
. ope and Japan. A great deal of their de- 
2 Jency still continues. All of them are 
‘terrified of interference from China; not a 
small threat, of course, but hardly as seri- 
? ous as they all think. 
. And the people of Japan, for all 
their wealth and economic might, lack 
the self-confidence to be anything more 
than shy, defensive and sheltered 

Are these places going to be able to 
make a Pacific Century? 

On the other hand, the countries of 
Eastern Europe are throwing off the yoke of 
political, social and economic systems that 
have proved useless. In just a few years all 
of these re-emerging European countries 
will unite with those of Western Europe to 
form a new Europe which will be strong 
‘enough to stand up to the hegemony of the 
US. 


RICHARD BRINK 


| утрау for autocrats 
James Clad deserves to be congratulated for 
his excellent coverage on Nepal [8 Mar.]. 
However, his report rattled the shaky 
bones of the government and it was ban- 
ned from circulation. I was fortunate to get 
а photocopy of the issue circulating under- 
ground on 13 March. 
Vhen King Birendra acceded to the 
epal, there was popular support 
t, f; he continued to under- 
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from contesting the elections because of a 
requirement that all candidates sign a pro- 
panchayat declaration as one prerequisite 
for their eligibility; the constitution, re- 
formed in 1979, made provisions for no- 
confidence motions against the prime 
minister but such motions, when tabled, 
are disallowed by royal order. 

Birendra says his government is com- 
mitted to decentralisation but ignores his 
queen’s unconstitutional but growing 
executive control of a number of govern- 
ment ministries. He talks about demo- 
cracy but his government arrests over 
a 1,500 people every year on the birth- 
day of the late B. P. Koirala (Nepali Con- 
gress leader) for planting saplings in their 
backyard and queueing to donate blood to 
the Red Cross in Koirala’s memory. The 
police on government orders uproot the 
saplings. 

In this rapidly changing world, where 
the Soviets have become the catalyst of 
democratic movement and advocates of 
human rights, Birendra's brand of absolute 
rule evokes little sympathy. The China card 
is not effective any more and the Indians 
appear to have suddenly withdrawn their 
support for the king. Birendra has lost his 
manoeuvrability and now stands alone in 
his efforts to protect a system which lacks 
credibility both at home and abroad. Any 
attempt to suppress the current movement 
by force will isolate the monarchy further 
and could eventually destroy it. Even if he 
is successful in crushing the current move- 
ment, he must concede to the opposition 
demands if monarchy is to survive in the 


long term. 
Kathmandu RAKESH UPADHAYA 
Blowing up the Russian factor 


In reference to The Korean imperative [22 
Mar.], South Korean companies do not buy 
pulp from the Soviet Union. Pulp was 
mainly imported from the US, Canada, 
New Zealand, Sweden, Taiwan and Japan 
in 1989. 

Also, South Korea's exports in 1989 to 
the Soviet Union amounted to some 
US$120 million, this is only 0.276 of total ex- 
ports. 

The Russian courting of both the South 
Korean government and business leaders is 
mostly political. The local press writes 
about all the projects South Korean com- 
panies are involved in mainly as a means to 
divert domestic political, economic and so- 
cial problems. 

Most of the projects are not concrete. 
When Hyundai chairman Chung Ju Yung 
returned from a recent visit from the Soviet 
Union he declared that Hyundai was going 
to "help build a petrochemical complex in 
















































the USSR." This was madê oy às SE 
cal statement against arch-ri 


Bechtel of the US about a 
chemical complex to be buil 
grad. : 
South Korean business айе 
be well advised not to be too optin 
about these prospects. The Soviet Unio 
not some just discovered treasure. 
tries such as Finland, West Germany, Swe 
den, among others, have had long experi- 
ence dealing with the Soviet Union an 
have also established joint-venture com 
enn did 


Get the giris into class 
Your report on the World Conference 
Education for All [22 Mar.] refers to a cen- 
tral theme of the conference as the lack of 
education for girls and the high drop-ou 
rates, primarily because of “cultural and 
ligious” pressures. It is, however, more cn 
tical to draw attention to the dire economic : 
situation in most Asian countries which | 
forces families to keep girls out of school in | 
ordet to involve them in productive ac 
tivities. Girls are especially vulnerable be- 
cause of the important role they play in the | 
household economy — from child care to _ 
home-based and market economic acti- : 
vities. | 
Greater economic security in the hoe. 
hold would release the labour of girls and - 
facilitate their return to school. In this con- 
text, your article failed to mention the im- - 
напі work of the United Nations Deve- 
opment Programme which has been doing _ 
its utmost to address the basic issues — 
of sustainable economic development 
and is increasingly directed at the grass- 
roots. 
UNDP, New York 
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Now it’s the hi-tech lie 
To the “three great, well-known | 
in the modern world” referred. to. 
TRAVELLER'S TALES [15 Mar.], есім 
has added a fourth: "The compu 


down." PETER P. PRANIS 
McAllen, | 

Texas Economic Development 
Correction 


In Now it’s Bund aid Криву, 15 Mar.: 
was AEG, not Siemens AG, that led the Wes 
German consortium which won the deal to 
supply equipment to. ee nderground. 
rail project. 
















how”. have yet to. 
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М ыл 1991, but realists look to the 


year 2000. The possibilities of how this is 


. ..to be achieved range from a total to only 
. > cosmetic withdrawal of US forces, with 


the commercialisation of the bases, 


re Philip Bowring and Manila bureau 





chief John McBeth look at the options and 
|o. their implications, not only for Manila 
. and Washington but also for the 
. entire region, while Susumu 


por _ Awanohara gres the view from , 


EU a ie Washington. 20 


Carer photograph h Robin t- Moyer, 





E Regional Affairs. | 


Thailand: Chaovalit 


Сеп. Chaovalit's non-elected entry into 
.. government has challenged the 


p supremacy of the country's civilian-based 
a рош institutions, and again raised the 









a TENERA NUM: 
INTELLIGENCE 


Rapprochement Tensions 


South Korea's Soviet policy has become 
the focus of tension between the more 
conservative Foreign Ministry and Kim 
Young Sam, the ruling coalition party 
leader in favour of quick rapprochement 
with Moscow. The ministry, as well as 
State Minister for Political Affairs Park 
Chul Un who accompanied Kim to 
Moscow, were stunned when Soviet 
President Mikhail Gorbachov secretly 
received Kim at the Kremlin for a brief 
meeting. Doubly embarrassing for the 
government was Park's failure to deliver 
President Roh Tae Woo's personal 
message to Gorbachov — the meeting 
came so suddenly that he knew about it 


pe determined, and 








Nepalese clamour for democracy (11). 


‘spectre of the military's power to 


intervene in the political process 10 
Nepal : Demonstrations 
Widespread pro-democracy agitations 


` display people's disaffection with the 
. partyless system of government. 1 1 


Australia : Cabinet ; 
Prime Minister Hawke forms his new 
ministry, while the conservative 
opposition chooses its new leader 12 
Vietnam : Political Reforms 

The communist leadership vetoes moves 
towards more political reform, and drops 
a prominent pro-democracy advocate 


-from the politburo 12 


China : Military 


А wave of retirements and promotions is 


under way within the army's senior 
officer corps 19 


only after it happened on the evening of 
21 March. 


Asia-Pacific Diplomacy 

Japan's Foreign Ministry, which was 
initially cool about the idea of forming an 
economic “bloc” in East Asia, has created 
two full-time posts, one at ambassador 
level, for officials who will be specifically 
concerned with promoting Asia-Pacific 
cooperation. The ministry appears to 
have changed its tack after realising that 
Asean is prepared to go along with the 
idea of creating an Asia-Pacific economic 
grouping provided the process does not 
move too fast. The Foreign Ministry’s 
move can also be taken as a challenge to 
the Ministry of International Trade and 
Industry (Miti) which has been 
consistently keen on ideas for a regional 
grouping. Miti and the Ministry of 
Foreign Affairs will both take part in the 
second Asia-Pacific Economic Cooperation 
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"Burma : Polls 









istan and Iran to onis of 
- it considers 


b. | seen nas ee те his control over the 





str со, риу) їп een 


Despite major о T campaigning 


~ for the general election, the mili К 
тау not ре able to control } how i propie 
vote. 30 


Malaysia : : Sabah 

The federal. ROVER REN takes а менан 
stand against illegal immigration of — 
Filipinos and | Indonesians n 2 


B Arts and Society 





Taiwan : Art 

Boom times in тара! have made painting 
a newly respectable occupation, and — 
anything which goes by the name of art 

can command once-unthinkable | ee 





Business Affairs 





P peal pet has caused a : 


| ee depu v within the мыо. 


(Арес) conference in Singapore in J 

but Miti claims Apec is "primarily" .. 
meeting for trade ministers with foreign 
ministers attending only to discuss 
diplomatic issues such as the question of 
which countries should attend future 
meetings. 


The Lowest Estimate 


Japanese immigration authorities report 
that 70,000 foreigners have overstayed 
their entry visas, but the International 
Labour Organisation (ILO) says that some 
estimates of illegal workers in Japan put 
the figure at 110,000. While Japan has the 
lowest number of legal foreign nationals 
of any industrial country in its 61 million 
workforce — about 0.0018% — it has 
severe labour shortages in several vital - 
industries, including construction, __ 
agriculture, shipping and land transport. 
The ILO says Japanese official estimates 
are that the country will face a shortage of _ 









middle class as well as Japanese _ 
patriates and нере is feeding th the 






Paci, Боа zod te нро. 
Air Hongkong — are gearing up for 
major expansion d in the next few o 

_ 3 „43 _ Dg 





Indian businessmen have amassed. 


- frontiers of international trade, seizing 
opportu ities that the more cautious and 
_ less imaginative let pass a4 | 

. The golden Hind 45 | 

vt dan-do арно, ^ ; 

2 Tokyo persuades a Gatt pan to 

_ condemn EC laws curtailing _ 

_ “screwdriver” operations by 

_ Asian firms. But it is likely to be only a 

_ symbolic triumph 48 













oer ie Eurobond market, Even poor 


nillion workers by 2000, which has 
:d fuel to a debate among Japanese 
officials on the question of allowing more 
- foreign labour in. 


. Sueing for Justice 
- The US umbrella 

- labour organisation, 
ALCO, nine of its 





Hills for failing Carla Hills. 
+ orce worker 
rights provisions under the Generalised 
`. System of Preferences (GSP). The GSP 
programme extends duty-free treatment 
to products from 140 developing 
. countries, but access to the programme is 
- contingent on сор ance with 







| 2 market conditions and cautious Taiwan 


s could RT to U 5 


and make the country. almost self - 
sufficient i in oil 49. 


Malaysia E Companies. 


А dominant stake in the largest-selling 


Chinese-language newspaper has been 


. bought by a lawyer with indirect ties to 


the ruling party 49. 


Taiwan : Currency 
A massive ouflow of capital exemplifies 


г the wariness of stockmarket investors and : 


the fear that the local Currency is 


uu weakening 55 


С uu Japan-US : Trado = 
i personal fortunes by pushing back the . Tokyo proposes a series of structural 


reforms but Washing) hardliners may 


_ not be mollified 56 
` Japan : Economy 


Sliding Tokyo stock prices and a 


.. depreciating yen could signal global 
financial problems if international action is 
not taken 56 | 


South Korea : Policies 


- The new economic team shirks its | 
г commitment to a ban on the use of aliases 
in financial transactions. 57 


Australia : Banking 
The merger of a major bank with the 


internationally recognised worker rights. 
Since 1985 the AFL-CIO has alleged worker 
rights violations in Indonesia, Malaysia, 
the Philippines and Thailand, among 
others, and petitioned the trade 
representative to suspend their GSP 
benefits. The AFL-CIO suit will assert that 
failure by the Bush administration to 
enforce trade laws encourages the 
exploitation of unprotected foreign 
workers. 


Security Specialists 

Discreet negotiations are in progress to 
station some Bangladeshi forces, ranging 
from a few battalions to a couple of 


‘brigades, in Saudi Arabia to bolster 


internal security there. The Bangladeshi 
army's own internal security experience 
seems to have impressed Saudi leaders, 
who may use the Bangladeshi troops to 
replace an existing arrangement with 

Pakistan which appears to be coming to 
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Japan as as mentor t to the? NICS 4 


Prices and Trends 60 et 


Research and innovation | 
Pompe "im: nous es 


Shroff . 
Foreign investors trapped i in Bangkok 
ap: 62 | 


Stockmarkets 6i 


an end. This perhaps explains why 
Bangladesh President H. M. Ershad has 
talked recently about raising a new 
division. Bangladesh army chief Lieut- 
Gen. Atiqur Rahman is currently in Saudi 
Arabia "on a private visit" and is likely to 
sound the Saudi side out on the 
possibility of a deployment, which would 
earn precious foreign exchange. - 


New Man in Peking 

Vietnam has sent one of its top China 
specialists, Dang Nghiem Hoanh, as 
ambassador to China to strengthen its 
attempts to secure the ministerial-level 
talks it has called for. Fluent in Mandarin, 
Hoang has in the past served in Peking, — 
Jakarta and Paris. But though Hoanh's  ~ 
credentials were accepted by President 
Yang Shangkun within days of his 
arrival, he may have to wait some 
time to get Peking's agreement for the 
talks. 












hailand’s steady progress towar 

its own brand of democracy will 
be put to the test by the induction 

Mi. of Gen. Chaovalit Yongchaiyut 
into the cabinet as deputy prime minister 
_ and defence minister. As Chaovalit hung 
_ up his sword by taking unprecedented 
|... early retirement from his powerful position 
_ as army commander to enter the political 
|. arena, observers wondered what this por- 
X. tended for government stability and con- 

tinued civilian supremacy. 
|... Overall, the move has been viewed as 
likely to boost the government's chances of 
. Surviving its full term, with perhaps a new 
_ degree of army cooperation still vital as a 
prop for the current neo-democratic sys- 
tem. For this Prime Minister Chatichai 
Choonhavan has generally been given full 
marks for playing a cunning political game 
о recruit Chaovalit. But some politica ana- 
.  lysts are concerned that at this stage of 
Thailand's evolution towards a more demo- 
. cratic state, a military leader can still march 
|. into a senior political post without any 
. party affiliation and without being elected. 

<- Nevertheless, there was little surprise 
_ When Chaovalit tendered his resignation as 
both army commander and acting supreme 
. commander on 27 March. The 57-year-old 
_ general had often said since he became 
army commander in 1986 that he would 
stand down before his mandatory retire- 
ment at the age of 60 in order to allow his 
, Subordinates to move up the ranks. 
2 И had also been widely expected that he 
. would accept Chatichai's offer to become 
: his fourth deputy prime minister and take 
over the post of defence minister, concur- 
_rently held by the prime minister. With re- 
ported pressure from deputy army com- 
mander Gen. Suchinda Kraprayoon and 
the powerful Chulachomklao Military 
cademy Class Five faction to keep his 
'romise to leave early — and with the real 
prospect of becoming a political nonentity 
as a civilian — the still-ambitious Chao- 
alit's options were limited. 
JÉ has come to be expected in Thailand, 
uled by military-style governments until 
omparatively recently, that an army com- 
mander will at some stage feel equipped to 




















































iaovalit's entry into civilian politics stirs unease 


encing m 


_ ties as “trading companies," and was ever 


ciety requires that such transitions now 
have to take place more subtly. 

Chaovalit has never fitted the image of a 
ruthless military strongman intent on 
achieving power by force. During his four 
years as army chief he gave constant public 
reassurances that there would not be a 
coup while he headed the army. While he 
is undoubtedly a clever manipulator with a 
keen intellect, military analysts said he 
lacked the necessary leadership qualities to 
establish full control over the military 
hierarchy. This was reflected when he re- 
portedly had to yield to Suchinda's and his 
Class Five colleagues' determination to se- 
cure the army leadership. 

Even those close to Chaovalit are under- 
stood to have been confused about their 
boss' real intentions 
and strategy. How- 
ever, Chaovalit made 
no secret of his desire 
to be prime minister, 
and is believed to 
have access to sub- 
stantial funds from 
various sources to un- 
derwrite his ambi- 
tions. "He is a master 
of disguises," one mi- 
litary analyst who has 
studied the general 
closely for many years 
told the Review. “He 
is also a master of 
compromise.” 

Many feel Chao- 
valits determination 
to run the govern- 
ment stems from his 
conviction that he 
alone has the intellec- 
tual and practical 
capabilities to manage 
affairs of state. "He's 
so damned smart that he has got into trou- 
ble by giving complicated answers to ques- 
tions from reporters who don't understand 
what he is saying." One foreign correspon- 
dent interviewing Chaovalit was surprised 
during a pause between questions when 
the general snapped at him: "What are you - 
hinkin? 


SM 
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Chaovalit clearly feels the Thai political 
system, where vested interests and money 
politics reign supreme, is in need of an 
overhaul. He once referred to political par- 












er 


quoted as saying corrupt politicians should 
be beheaded. There was considerable con- 
fusion in 1987 when he became associated 
with an obscure patiwat, or peaceful revolu- 
tion, movement which he said was a demo- 
cratic way to change the political system by 
altering the voting system and divorcing 
the executive from the legislature in order 
to stop MPs striving for lucrative ministerial 
posts. He even suggested elections may not 
be necessary in a democratic structure. 
Much of the confusion stemmed from 
the manner in which he articulatec ; 
philosophy, particularly the use of al t 
Marxist. phraseology. Chaovalit was criti- 
cised at the time by former prime minister 
Kukrit Pramoj, an elder statesman regarded 
as the guardian of civilian democracy. 
—, Chaovalit’s terminol- 


MESS ogy reportedly also 


did not impress the 
royal palace, where 
he is believed to be 
- | suspicion. — possibly 
M «s =| because he is viewed, 
^ | nightly or wrongly, as 

not entirely a staunch 
monarchist. If true, 
that factor alone could 
prevent ^. Chaowvalit 
eventually becoming 
prime minister. | 
This view was 
heightened when 
King Bhumibol ; . - 
уайеј'ѕ confirm......1- 
== | of his cabinet appoint- 
= ment, and also Such- 
inda as his successor 
as army commander, - 
was strangely delayed 
by a day. 


i duled for 29 March 
had to be postponed, and some political 
sources said the delay constituted a signal 
from some politicians around Chatichai in- 
tended to warn Chaovalit and Suchinda to 
keep to their own spheres of power and re- 

Chaovalit joins the cabinet as its only 
non-elected member, something of an em- 
barrassment for him given his constant 
rping on the need for more democracy 





onies sche- 





during his term as army chief. While non- - 


partisan in political party terms, he is still - 
joining a government which he has at- | 




















rather than form his own . 
party. If Chaovalit does join 
art Thai, he also faces the — 
prospect of having to some- 
how reconcile pronounce- 
ments made as army chief, 
when he could snipe at the 
political system from a se- 
cure position without fear of 
‘retribution. =- 

Chaovalit's previous role 
as a proponent of greater 
democracy and critic of the corruption 
which pervades Chatichai’s government, 
and his transformation into a senior mem- 
ber of that administration's cabinet, has al- 
ready begun to haunt him. The Student 
F- “ration of Thailand sent a letter to 
(€ ichai complaining that Chaovalit 
should be elected before joining the gov- 
ernment. "The armed forces should not be 
involved in politics in keeping with the pre- 
sent democratic atmosphere," the letter 
said. Later, student federation secretary- 
general. Wilasinee Mokcharoenpong, said 
the move was "a wrong short-cut to power, 
against democratic rule and public opin- 


ion.’ 
parties 











Opposition were generally 
muted in their response to Chaovalit’s 


move from army to cabinet, but an indica- 
tion. of the reception he can expect was 
given by opposition leader Samak Sun- 
daravej. Samak said Chaovalit would not 
be immune from the opposition assault on 
government corruption, which is expected 
to culminate in a wide no-confidence mo- 
tion shortly after parliament reconvenes in 
May. Another MP, Surin Pitsuwan of the 
ruling coalition Democrat Party and a lead- 
i riticof the military's political role, com- 
1... ed: “If I were Chaovalit I wouldn't be 
happy — as defence minister he will be on 
_the spot to answer charges about military 
. corruption.” Describing Chaovalit as а 
` “Machiavellian prince,” Surin said the gen- 
г eral would find civilian politics totally differ- 
ent from the army, and to survive he 
‘should strive to establish a political base as 
tainted alternative leader to the cur- 







(hile < Chaovalit's . non-elected status 
tc tal ly y 1 г constitutional and probably did 


dents were thought by some ana- 
w aming: of any possible attempt 


me a non-elected 


haovalit has to estab- 
in : Civilian politics. His 
id ubtedly kie national 
project: in both t the northeast 


























































Chatichai: cunning politics. 








= commander he was given 
‚ § virtual carte blanche by 
3 Chatichai to handle relations 
$ with Thailand’s immediate 
à neighbours Burma, Laos 
and Cambodia, and he 
could well be called on to re- 
tain his involvement in this 
sphere. Two days before his 
resignation Chaovalit visited 
Hanoi — the first senior 
Thai officer to do so since 
the communist victory in 
1975 — where he indicated 
% . he could play a part in the 
current warming of Thai- 
Vietnamese ties. 

In many ways, Chaovalit appears to 
have long prepared for a career in politics. 
Surrounded by a coterie of some 25 bright 
young officers as his aides, the general was 
probably the first Thai army commander to 
develop a broad vision of various national 
issues, rather than simply confining himself 
to military affairs. "At any given time, he 
would have six or seven projects going on," 
one military analyst commented. "He was 
probably the most competent staff officer 
this army has ever known." His political 
skills were honed during the adminis 
tration of then prime minister Prem Tin- 
sulanond between 1980-88, when he 
was d as Prem’s "Mr Fiet” 
and helped forge party coalitions for 
the prime minister, including close in- 
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NEPAL 


Kingdom in crisis 


What began in mid-February as a largely 
peaceful movement for restoration of 
democracy and human rights in Nepal 
has turned into a national crisis. Al- 
though peaceful assembly is guaranteed 
by the country’s constitution, the au- 
thorities came down hard against the 
movement which was spearheaded by 
the Nepali Congress party and joined by 
assorted Marxist groups. 

In the past seven weeks, the govern- 
ment has closed down all schools and 
colleges, imposed curfews on major 
towns and banned newspapers critical 
of the regime. As the protests mounted, 
hundreds of people were arrested and 
at least 17 were killed in police shooting. 
In response, the protesters turned vio- 
lent. 

That usually apolitical women, child- 
ren, professionals and even civil ser- 
vants have joined the protests has un- 
nerved the government, demonstrating 
as it does the people’s hatred of the 



































































d the south. As army 















volvement with the С 

While Chaovalit's ready “voice 
pudgy, avuncular, bearing may not cas 
him in the traditional mould of an army 
strongman, he headed a new bre d o 
senior officers who projected supren 
confidence in their wide capabi 
things done. Chaovalit, who star 
litary career as an electronics an 
engineering instructor, is credi 
ducing the army's manpower, 
targeted to be eventually cut by 5( 50% 
fully equipping | two armoured . 































Chaovalit it evidently does not want tO g 
down in history as another Arthit Kam- 
leng-ek, his predecessor as: army come. 
mander dismissed by Prem in 1986. Arthit | 
now heads a small opposition party in раг- 
liament, with little chance of reaching the | 
political heights. In some respect Suchinda | 
is more like Arthit than Chaovalit in charac- 
ter, less voluble and less diplomatic than. 
his immediate predecessor. | | 

Analysts noted that when the dour 
Suchinda accepted his appointment as 
army commander he pledged support for 
Chaovalit in his new career, but not the 
government — and would not commit 
himself to pledge there would be no future - 
coups. Much depends on both military 
men’s pragmatism, but it gives those obser 






in the past to run roughshod over pol 
cians pause for thought. 


partyless panchayat system which is re- 
sponsible for rampant official corrup- . 
tion. On 22 February, 40 of the 145- 
member national panchayat criticised . 
the government and called for а 
dialogue with the agitators. А week | 
later, Foreign Minister 5. К. Upadhyaya 
resigned over differences with Prime - 
Minister Marich Man Singh. Shrestha _ 
on the handling of the crisis. On 30 
March, Shrestha promptly reshuffled 

his cabinet, sacking nine ministers: 
Meanwhile, pressure has beg 
mounting abroad. The US, West G 
many, Japan, India and Switzer а 
have expressed concern over police vio- 
lence and urged a dialogue with the qe- 
gime's opponents. Bonn has threatend 
to review its aid programme. Analysts 
believe the first step in a political solu 
tion could come with the sacking of the . 
prime minister by King Birendra, who is 
still popular among the people. ee 
E Kedar Man Singh : 








Г rime Minister Bob Hawke has played 
safe in a ministerial reshuffle after his 
J dose win in the 24 March election 
c was confirmed. But Hawke and his new 
_ deputy, Treasurer Paul Keating, face far 
. more exacting scrutiny of their economic 
. policies in the new parliamentary term. The 
. conservative opposition will be led by a 
|. highly qualified if politically inexperienced 
.. economist, and the government's former fi- 
. nance minister has expressed doubts 
. about Hawke and Keating having the cour- 
.. age to make much-needed reforms. 
pue Following an unprecedented fourth de- 
. feat in a federal election, the Liberal Party 
___ (the senior party in the opposition coalition 
. with the rural-based National Party) chose 
_ John Hewson as leader to replace Andrew 
_ Peacock, who resigned gracefully and said 
. he would not contest the party leadership 
|. again. Hewson, 43, is a former economics 
. professor and merchant banker but has 
|. been in parliament only three years. ® 
. Hawke, meanwhile, found himself on 
_ the defensive as he announced his new 
Australian Labor Party (ALP) ministry. 
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"Tietnam's communist leadership, 
meeting in one of the longest and 

| stormiest sessions in the party's his- 
tory, has rejected radical political change 
and sacked a leading advocate for political 


А communique released on 28 March at 
e end of the 15-day central committee 
enum said the party would continue to 
iy a leading role and rejected any possi- 
Шу of multi-party democracy in Vietnam. 

ut the communique promised to continue 
е economic and political reforms begun in 


ern about the collapse of communist 
arti ie es in Eastern Europe, and warned that 
vents in Vietnam must not be allowed to 
veer out of control. "Socialism is experienc- 


ey reformer leaves Hawke's team in disgust 
^e 


NE departs 


Former finance minister Peter Walsh stood 
down at his own behest, warning that the 
economy was in a state of crisis and that the 
Hawke government did not have the cour- 
age to take the decisions needed to deal 
with Australia’s economic ills. Walsh had 
served in the previous three Hawke minis- 
tries since 1983, combining a vicious tongue 
and a hard head on government spend- 
ing. He was a key figure in 
the powerful Expenditure 
Review Committee — the 
"razor gang" — of Hawke's 
cabinet and much of the 
government's reputation for 
responsibility is due to 


Walsh has been replaced 
by a pale shadow in former 
transport and communica- 
tions minister Ralph Willis. 
A former trade union 
lawyer, Willis failed to come 
to grips with urgently 
needed micro-economic re- 
forms, notably in stevedor- 
ing. Far from being prom- 
oted, he was expected to be 


trials. A fierce Paus to defend and deve- 
lop socialism is under way," the plenum 
concluded. The central committee said "the 
crisis is exerting a negative impact on the 
world revolutionary movement,” and 
charged “imperialists and reactionaries” 
with exploiting the problems in communist 
countries. 

The plenum warned that rapid political 
change in Vietnam would undermine the 
economic progress achieved during the 
past year. “Only with political stability can 
we stabilise and develop the economic and 
social conditions [and] step-by-step reduce 
the difficulties and improve people's lives,” 
the communique said. 

Although the party did not appear to re- 
linquish any of its political control, some 


foreign diplomats in Hanoi warned it was - 


too early to condude the party had re- 
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Another Bin x appo ment is Victorian 
twing leader Gerry Hand as immigration 
minister. Hand has already failed in one ra- 
cially sensitive ministry, Aboriginal Affairs. 
His move, to placate the party Left by rais- 
ing one of their ministers into cabinet, is a 
mark of how ALP prime ministers are tied in 
portfolio allocations by the intransigent fac- 
tionalism of the party. 

Remaining in the same jobs are Trea- 
surer Paul Keating, Foreign Affairs and 
Trade Minister Gareth Evans, Industry 
Minister John Button and Indus- 
try Minister John Kerin. The highly active 
former defence minister, Kim Beazley, 
moves to the troubled 
Transport and Communica- 
tions Department. If the re- 
latively young Beazley can 
make headway in eradicat- 
ing the inefficiency of ^ ^ 
tralian ports and dereg 
ing domestic air transport 
where Willis failed, he will 
boost his own leadership 
prospects. Another interest- 
ing move was former envi- 
ronment minister and right- 
wing “numbers man" (poli- 
tical manager) Graham 
Richardson to Social Sec- 
urity, one of the govern- 
ment's biggest-spending de- 
partments. His careful woo- 


НАН AX 


versed its recent attempts at: political 
liberalisation, including moves to introduce 
more democracy in the party, separate the 
functions of the party from the state, deve- 
lop a more comprehensive legal system 
and relax controls on journalists and writ- 
ers. 

Vietnamese officials said the pler 
one of the most animated in recent n 
ory, ended without adopting a concluding 
resolution because of differences among 
central committee members. "After hard 
discussions, the draft resolution failed to be 
good enough to respond to the criticism of 
the people," one official said. 

The official said a redrafted resolution, 
which is expected to be approved and pub- 
lished in the next few weeks, would call on 
the party to oust corrupt and incompetent 
officials and pay greater respect to people's 
rghts — induding freedom of the press, 
freedom of movement and residence and 
freedom to organise demonstrations, 
"but not against socialism." The official also 
said there was unanimity in the central 
committee of the need to improve the one- 

party system. 

East European diplomats said Vieinam- 

ese party leaders are still uncertain about 


















ing of the green vote was one 
of the most important factors 
in the government's re-elec- 
tion. 

Former science minister 
Barry Jones has been sent 
packing in favour of Simon 
Crean who, until he entered 
parliament in this election, was 
president of the Australian 
Council of Trade Unions. Peter 
Duncan, a well-known South 
Australian leftwinger, was re- 
placed as employment minis- 
ter by another South Austra- 
lian Gordon Bilney, a former 
diplomat. 

For the opposition, the big 
question is whether the gam- 
ble they have taken in instal- 
ling a leader as untested as 
Hewson really does herald a 
new era for the conservative 
ае of politics. From the most 

ilous state, New South 
Wales (NSW), Hewson has 
avoided being labelled "New 
Right" though he is regarded as an 
economic rationalist, and he is seen 
too as a civil libertarian. In his three 
years in parliament, he has earned a 
reputation for being creditable rather 
than i g. He is one of the few 
opposition politicians able to confront 
Treasurer Keating though he has yet to 
best him. Like Keating, he comes from 
a working-class background but moves 


of rapid changes taking place in the com- 
munist world. “They know they have to 
change, but they're unsure how to . . . and 
still preserve the position of the party and 
will not allow it to disintegrate," an East 
European diplomat said. 

Diplomats were also surprised that the 
|  ' Which has always sought to avoid 
| _ malism and maintain a united front, 
ousted Tran Xuan Bach, ranked ninth in 
the politburo. The communique said Bach 
had been dismissed "for his grave viola- 
tions of party organisational and discipli- 
nary principles, which have caused many 


bad consequences." 
В on the party’s need 

to introduce broader political reform, 
though he never advocated multi-party 
democracy. “One cannot think that turbu- 
lence will occur only in Europe,” he 
among the people. They are demanding 
more democracy and social justice,” he 
said. 

Vietnamese officials insist Bach was 
ousted not for what he said, but for violat- 
ing party rules which bar members from 
differing publicly with party policies. 
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ach had been increasingly outspoken 





Hawke announces his cabinet of compromise. 


a ы 





easily in wealthy, professional circles. 

Hewson's new deputy, Peter Reith, 
from the traditionally rival state of Victoria, 
won the position from Fred Chaney, an 
able former minister who had alienated too 
many colleagues in previous party strug- 
gles. Reith has had more experience than 
Hewson in the rough-and-tumble of Aus- 
tralian politics, having successfully led a 
campaign in 1988 to defeat constitutional 


“Bach's problem was not that he tried to 
support pluralism. He has a right to his 
opinions, but he needs to support the sta- 
tutes of the party,” one official said. At 
a critidsm session during the plenum, 
when politburo members were criti- 
cised by name, officials said Bach admit- 
ted he had violated party regulations, but 
refused to apologise for breaking party 
ranks 


The central committee scheduled the 
next party congress — which is expected to 
set new party policies and name a replace- 
ment for 74-year-old General Secretary 
Nguyen Van Linh — for the second quarter 
of 1991. The congress is not due until the 
end of next year, but the party had earlier 
considered holding the meeting towards 
the end of this year. 

Officials said the meeting was delayed 
because they need more time to prepare 
fresh political and economic programmes 
and select candidates for a new central 
committee. But some diplomats speculated 
that party conservatives wanted more time 
to find ways to block a majority of reform- 
minded delegates from being elected to the 
congress, while reformers wanted more 
time to win over opponents of greater 
liberalisation. 
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m— —* changes planned by the gov- 


ernment. 

One of Hewson's main ad- 
vantages in trying to reshape 
the Liberal Party is his free- 
dom from old rivalries be- 
tween Peacock and former 
leader John Howard. Some ob- 
servers feel his main battle 
in building the opposition 
as a credible alternative to 
Labor, however, will not be 
within his own party but in 
handling his National Party al- 
lies 








The Liberals remain bitter 
and angry that for the second 
time at a federal poll, the Na- 
tionals, beset with allegations 
of scandal and findings of cor- 
ruption within state branches, 
have cost the conservatives vic- 
tory. How Hewson handles 
deep desires within his own 
party to exact revenge on the 
Nationals, or at least put them 


in their place, will be an early — 


test of his political abilities. 





He is inhibited from making any early _ 


decisions, and cannot even announce his 
own front bench, while the National leader, 
Charles Blunt, fights for his seat in northern 
NSW, which looks like going to the Labor 
Part. If, as expected, Blunt loses his seat 
the opposition will be looking to yet one 
more new leader along with Hewson and 
Reith. в 





The politburo and many other high- 
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ranking officials spent most of the past few — 


months meeting in Ho Chi Minh City pre- 
paring for the plenum. In February, the 
party for the first time distributed a draft 
plenum communique and called for public 
debate. 

The draft prompted an unprecedented 
outpouring of criticism, much of which was 
published in the official media. Many of the 
articles and letters printed in the party daily 
Nhan Dan complained about corruption 
and abuses by party cadres and called 
on the party to introduce more democracy 
and end special privileges for party offi- 
cials. 

Foreign diplomats here are divided on 
how they believe people react to the 
plenum's limited political reforms. “The 
people are impatient, they feel deceived, 
they expected something more,” one East 
European diplomat said. 

However, other foreign analysts are 
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convinced most Vietnamese accept the - 
party's line that political instability would — 
threaten the recent limited economic - 


achievements of the past year, which in- - 


clude a sharp drop in inflation and an in- 
creased supply of food and consumer 
goods. " 
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aiwan president holds 

y talks with opposition 

' Taiwan President Lee Teng-hui, who 
serves as chairman of the ruling 
omintang, finally held a long-postponed 
nd unprecedented meeting with Huang 
an-chieh, chairman of the opposition 
ocratic Progressive Party (DPP). The 
minute session was meant to lay the 
groundwork for a forthcoming inter-party 
conference on constitutional changes, 
political reforms and relations between 
Taiwan and mainland China. The DPP was 
promised four seats on a 25-member panel 
that would determine the composition and 
agenda of the conference. But, at the 
eleventh hour, Lee rejected two pro- 

~ independence DPP nominees to the panel, 
_ substituting instead Huang and a 
moderate opposition publisher. 








Uttar Pradesh state bans 
English in official work 

> Uttar Pradesh, India’s most populous 
state, has banned the use of English “in all 
cial work.” Chief Minister Mulayam 
singh Yadav, who belongs to Prime 
Minister V. P. Singh's Janata Dal party, has 
ordered state government bureaucrats to 
_ use only Hindi. Meanwhile, the newly 
elected state government in Madhya 

. Pradesh, led by the Hindu revivalist 

_ Bharatiya Janata Party, also has called for 
_ the use of Hindi only in the state. 


_ Singapore political detainee 

_ Teo loses final appeal 

¥ Singapore lawyer Teo Soh Lung failed in 
_ her final attempt to be freed from detention 
- under the Internal Security Act (БА) when 
_ the Court of Appeal rejected her habeas 

. corpus appeal on 3 April. In a reserved 

_ judgment following a four-day hearing in 
November 1989, the Court of Appeal 
held a High Court judgment last April 
which ruled that her detention under the 
ISA could not be challenged. 





'ormer Hongkong Government 
)rosecutor caught and charged 
Former Hongkong deputy crown 
9secutor Warwick Reid, who absconded 
lecember 1989 while under 
estigation by the Independent 
mmission Against Corruption (ICAC), 
s detained and deported to Hongkong 
the Philippine authorities on 30 March. 
who was arrested by the САС last 
ober and dismissed from the Legal 
epartment in January, was charged on 31 
rch with failing to make statutory 
eclarations on his property to the ICAC. 















He was remanded in ICAC custody. Reid 
and two lawyers in private practice who 
were also arrested last year, are alleged to 
have been involved in corruption 
offences relating to commercial crime 
cases. 


Student leader Chai Ling 
escapes to France 

> The fugitive Chinese student leader Chai 
Ling and her husband, Feng Chongde, 
have escaped from China and are believed 
to be in France. The couple, who are 
wanted by Chinese authorities for their 
role in student demonstrations in Peking 
last year, had been in hiding in various 
places in China since last June until very 
recently, according to a report in the 
Taiwan newspaper China Times. In a 
videotaped interview broadcast by 
Hongkong's ТУВ on 3 April, Chai Ling 
reassured viewers that she was now safe 
and said that she and her husband would 
"always fight for our beliefs and work in 
whatever environment, whether in 
peaceful or difficult conditions." 
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Macau illegal immigrants 
throw enclave into chaos 


> The Portuguese enclave of Macau was 
thrown into chaos on 29 March when 
45,000 illegal immigrants from China — 
equal to 10% of the population — surfaced 
to register with the government. The 
inadent highlighted the difficulty of 
sealing off the border against mainland 
Chinese who are determined to seek a 
better life in Macau, though the enclave is 
to revert to Chinese rule in 1999. 
Immediately after the near-riot, several 
hundred members of the security forces 
staged a sit-in to demand higher pay, beat 
up legislator Alexandre Ho and banned 
the press from covering the fracas. The 
government has not announced whether 
the 45,000 people who have registered will 
be granted amnesty. p 
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Indonesia and Ch 
way for resuming tie 
¥ Indonesia has : 
reached agreement 
with China over 
settlement of its debt 
to Peking, an issue 
seen as one of the 
final obstacles in the 
path of resuming 
diplomatic relations 
between the two 
countries frozen since 
1967. A technical team led by a senior 
official from the Indonesian Ministry of 
Finance agreed at the end of March in 
Peking to repay China at least US$120 
million in cash or kind. Disagreement over 
the exact amount owed as a result of 
financial aid extended to Indonesia in * 
1960s, has been resolved by comprom: 
Indonesian Foreign Minister Ali Alatas- 
said the next step towards normalisation of 
ties will be a visit by himself to Peking, but 
no date has been fixed. 

































































Ali Alatas. 


South Korean opposition 

wins crucial by-election 

P> South Korea's tiny opposition 
Democratic Party has defeated the ruling 
coalition, the Democratic Liberal Party, in a 
crucial 3 April parliamentary by-election in 
North Chungchong province. The result 
severely dented the government's prestige 
in the wake of the January merger of three 
political parties. Ho Tak beat former 
provincial governor Min Tae Ku. At 
another critical by-election held in the 
southern city of Taegu on the same day, 
ruling party candidate Moon Hi Kap was 
running a neck-to-neck contest against two 
independents, following a campaign 
marred by the withdrawal of retired _ 
general Chung Ho Yong, an independent 
candidate opposing the government. 
Moon, a former presidential for 
economic affairs, had a narrow lead over 
his two rivals. г 


India’s Congress party 

loses control of Goa 

¥ Former prime minister Rajiv Gandhi's 
Congress party, already reduced to 
controlling only three of India’s larger 
states (Andhra Pradesh, Karnataka and 
Maharashtra), has lost control of Goa, a 
small state of 1.5 million people which was 
a Portuguese colony until 1961. Smaller 
parties on 27 March joined a breakaway. 
Congress faction to form Goa's first. 
non-Congress government in 10 years; 





new Chief Minister Churchill Alemao is 
th 






he first Roman Catholic to lead the state. E 
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Trade finance. Treasury services. 
Merchant banking. Stockbroking. 
Insurance. Years of experience in 
different departments and offices of 


the HongkongBank group have given 
our staff specialized financial skills. 


That's why the HongkongBank group's 
member companies have gained a 


Specialized preci 
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formidable reputation for their 
specialized financial services. Wardley 
in corporate finance and investment 
management. James Capel in 
securities. Carlingford and Gibbs in 
insurance. To name a few. 

Advanced technology links these 
independently successful companies 
into a global network: over 1,300 
offices in 50 countries. The result: a 
unique mix of knowledge and 
experience worldwide. 


For more information, contact your 
nearest office of the HongkongBank 


group. 

Specialized skills providing fast local 
decisions, backed by global resources. 
That's our strength. 


sion. Global accuracy. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation Limited 
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of Australia « Hongkong Bank of Canada 
Wardlev « James Capel « CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
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Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1989 
EXCEED US$132 BILLION 





ONE Horz.Is Ser To CARVE А 
DISTINGUISHED REPUTATION IN BANGKOK. 


There is now a great deal more to smile about in the 
“City of Angels": Holiday Inn Crowne Plaza Bangkok. A magnificent lobby of 
elegant marble and rich teak heralds impeccable international standards of 
service and luxury. After all, it is a Holiday Inn Crowne Plaza. ' 
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CROWNE PLAZA 

BANGKOK 

The Worlds First Choice 

981 Silom Road, Bangkok 10500, Thailand. Tel: 2384300 Tlx: 82998 HIBKK TH Fax: 2385289 


Now Open : Royal Holiday Inn Crowne Plaza Singapore, Holiday Inn Crowne Plaza New Delhi. 
Opening Soon: Holiday Inn Crowne Plaza Beijing. 31 Holiday Inn Crowne Plazas located worldwide. 





Aavanced civilizations create things of lasting value. Credit Suisse, in partnership with CS First Boston Inc. 


Banks have a similar task: to protect assets and see is one of the world’s foremost financial services 

that they grow. At Credit Suisse, a huge store of groups. Our AAA rating speaks for itself. For Swiss 
experience and know-how has been channelled into security with an international dimension, Credit Suisse 
the development of sophisticated investment is second to none. 


strategies and advisory services - all backed by 
solid Swiss tradition. 


We do more to keep you $$ at the top. 
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Yang Shangkun; Yang Baibing: keeping it in the family. 


CHINA 


P litical and professional factors behind army moves 


Star turns 


By Tai Ming Cheung in Peking 


major reshuffle of China's military 

high command is expected within 

the next couple of months that will 
see the retirement of many ageing generals 
and their replacement by officers consi- 
dered loyal to the current leadership, and 
in particular military strongman Gen. Yang 
Baibing. However, while the reduction in 
the average age of senior commanders is 
also aimed at strengthening the command 
process, these changes are unlikely to 
measurably advance the People's Libera- 
tion Army's (PLA) professionalism. 

Most of the three-star generals aged 
over 70 will be retired and a number of the 
~~n military region commanders and po- 

1 commissars will be reshuffled, dip- 
lomats say. Among those being pensioned 
off are Defence Minister Qin Jiwei, 76, and 
Hong Xuezhi, 77, a member of the power- 
ful Central Military Commission (СМС). It is 
likely that Xiang Shouzhi, 73, the present 
commander of Nanjing military region, will 


assume the largely symbolic post of vol delené 
nist 


Xiang, опе of the PLA’s most senior ac- 
tive officers, served as Nanjing military re- 
gion commander since 1982. He is consi- 
dered a close supporter of paramount 
leader Deng Xiaoping, and the two men 
К ош иси the Eighth Route Army's 
129th Division during the anti-Japanese 
war. 

Qin was the loser in the succession 
stakes in last November's party plenum, 
when Yang Baibing, President Yang 

's younger brother and director 
of the PLA's General Political Department, 
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was promoted to the top of the military 
pecking order as general secretary of the 
CMC. With his influence increasingly 
eclipsed by the younger Yang, Qin is said to 
have lost interest only after two years as de- 
fence minister. Qin, the only serving PLA 
officer on the politburo, is also likely to step 
down from that post, to finally open up the 
way for Yang's continued political eleva- 
tion. 

Hong’s departure was on the cards fol- 
lowing his demotion last November from 
deputy general secretary of the party CMC 
to that of a member. In another signal that 
Hong was being phased out of the military 
scene, he was elected a vice-chairman of 
the Chinese People's Political Consultative 
Conference at the current National People's 
Congress (NPC). 

Both these generals were rumoured to 
have fallen from political favour last sum- 
mer for hesitating to back the use of force 
against protesters in Tiananmen 
While this uently proved to be un- 
founded, it may well be that their support 
was less enthusiastic than other military 
commanders, who are likely to be re- 
warded. 

Other ageing generals being retired in- 
dude Guo Linxiang, 76, a deputy director 
of the General Political Department and 
secretary of the CMC's Discipline Inspection 
Commission; You Taizhong, 72, a former 
Canton military region commander and 
second secretary of the CMC Discipline In- 
spection Commission; Wang Chenghan, 
73, political commissar of the PLA's top po- 
licy think-tank, the Academy of Military 
Sciences; Li Yaowen, 72, political commis- 
sar of the navy, and Li Desheng, 74, politi- 
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cal commissar of the National Defence Uni- 
versity. 


Three-star generals who will retain their 


posts are Chi Haotian, 61, chief of the PLA's 
general staff; Zhao Nanqi, 64, director of 
the PLA General 


Department; 
Zhang Zhen, 76, president of the National | 


ey и Liu Huaqing, 74, — 
party CMC. These offi- _ 


Defence Universi 
vice-chairman of 
cers, most of whom are considered profes- 
sional commanders, are seen as counter- 
weights to Yang Baibing's efforts to re- 
politicise the PLA. 

Changes among military region com- 
manders have not yet been announced, but 
among those tipped to be moved indude 
Canton military region commander Lieut- 
Gen. Zhang Wannian, 62, possibly to Jinan 
military region. Jinan military region's pre- 
sent commander, Lieut-Gen. Li Jiulong, 61, 
is seen as being 
ton or Nanjing. Diplomats say these moves 
may be a result of friction between the gen- 
erals and their local commands. The com- 
manders of Peking, Shenyang and 
Chengdu military regions — who were 
commended for the role they played in 
mobilising troops to deal with the political 


upheavals last year — may be rewarded - 
with posts in the general staff headquarters _ 
in Peking left vacant by the reshuffle of 


other officers, including a number of dep- 
uty chiefs of the general staff and political 
departments. 

Analysts say this shakeup, in addition 
to its political ramifications, is also part of 
the regular rotation of senior officers — an 
important aspect of the PLA’s modernisa- 
tion efforts. The last major reshuffle of mi- 
litary region commanders and lower rank- 
ing officers in the high command was in 
May 1985. Final changes have still to be de- 
cided, but the annoucement of the reshuffle 


transferred to either Can- 
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is expected a few weeks after the end of ће 


present NPC. 
The orderly promotion of officers has 
been greatly enhanced by the reintroduc- 


tion of a rank structure іп 1988, which was _ 


intended to regularise the previously 
haphazard promotion process. Before the 
new regulations there was no prescribed 
time limit for postings, which saw some 
generals remain in their command for more 
than a decade and caused a chronic 
bottleneck in the promotion process. 

The new rank regulations stipulate that 
the CMC chairman has to approve the 
promotion of senior colonels and above. 
Because the present CMC chairman Jiang 
Zemin has little real influence and experi- 
ence in military affairs — and with Deng 


now confining himself only to major policy — 


decisions — Yang Shangkun and Yang 
Baibing appear to have the primary author- 
ity to more or less promote whom they like. 
However, this power may be countered to 
some extent by professional commanders 
and Deng loyalists, such as Liu Fluaging 
and Chi Haotian. 









































in Manila 


the Philippines is in 


_ US negotiators sit down this 
onth to discuss the future. 

The opponents of the bases 
are demanding that it come 
as soon as September 1991. 


ers put the outer limit at 
the tum of the century. 
Others, such as Philippines 
Defence Secretary Fidel Ramos 
favour 1998, the centenary 
ОЁ the Philippines’ first re- 
public and the US occupation. 
| The "how" consists of a 
range of possibilities from the 
complete exclusion of all ves- 
tiges of the US military from 
the country to changing only 


| ldle-p -рошег' ‘rivalry 








and tt е Indian О Ocean. 


By Philip Bowring and John McBeth 


fter nearly 100 years, the end of 
the formal US military presence in 
sight. The 
when" and "how" have yet to be 
etermined — and they are of vital impor- 
tance to the Philippines and its neighbours 
. as well as to the US. But it is no longer a 
question of “if.” So it will be the "when" 
. and "how" at issue when Philippine and 


As superpower rivalry wanes, fears of n 
valries grow. Most states in the region, for wildly divergent 
asons, would prefer that the US maintains a sufficient pre- 
sence to be at лк ne me еш тез South China Sea 


and arok! ‘He ва, 
change of ownership, | middle ground 
is some sort of p rawal and 
the commercialisation of existing facili- 
ties at Subic naval base and nearby Clark 
airbase, which would be open to the 
US and other nations on a non-exclusive 
basis. 

But even if both sides enter into the 
talks with a clear idea of what they want 
and what is attainable, they will have 
to contend with getting any new treaty 


› reflect a nominal 








the flags and brass plates in Domestic resentment tis рош, but ineffectual. 


middle-power 
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through their respective 





legislatures. 


The bases issue has come to a head at 
this time for a variety of reasons. Most 
obviously, the 1987 Philippine Constitution 
put a September 1991 deadline on the pre- 
sence of the bases without a formal treaty, 
which would have to be ratified by two- 
thirds of the Philippines’ Senate. 

The nationalist-inspired clause has acted 
as a catalyst in the all-consuming debate in 
the Philippines over the continued Ameri- 
can presence. But other factors have also 
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now come into play. 

The diminishing © 
threat has appeared to reauce 
the necessity for the bases in 
US global strategy. Secondly, 
doubts have arisen in the US 
Congress about the need to 
spend the kind of money Fili- 
pinos regard as reasonable ren- 
tal for the bases, particularly 
when their principal beneficiary 
now appears to be Japan. 

Last, but as impor- 
tant as any, was the US inter- 
vention in last December's 
coup attempt against the 
Aquino regime. Happy though 
the majority may have been 
with the outcome, it brought 
home a growing feeling that 


cising hegemony over their sea and: air routes, which are so vital- 
to others. Indeed, there is clearly a danger that without som" 
.. outside hegemonistic influence, the region could become ren 
`. with nation-state rivalries or its members go separate ways and 
establish their own “special relationships” with one of the re- 
gional powers — as some say Thailand has already done with Us 
China. 


Át one level, Japan ls the natural successor to the US in the 
region. It is ey one of the world's geat em JOWrS, it has 
huge ‹ direct ө pores interests in | the region and a cri 









on the US. 

. In these newly muddied waters, two 
other pro-base vents have paradoxi- 
cally had little impact. These are, in the first 
place, regional (Japan, South Korea and 
Asean) concerns to maintain the US pre- 





a oft the US has long been a‏ ا 
potent, but mostly minority, strand in‏ 


Philippine politics. It sees the presence of 
the bases as a continuing illustration that 


having crushed Philippine independence in 
1898, the US has used the presence of its 
bases and the might of its economic power 
to keep the Philippines’ independence 
purely nominal. 


he  nationalist rhetoric often 
sounds like a throw-back to Ban- 
dung Conference days when the 
economy was dominated by US- 
owned corporations, and the US regarded 
the protection of its bases as infinitely more 
important than Philippine nationalist sen- 
sibilities. But it seems outdated at a time 
when Japan and even Taiwan have bigger 
economic stakes than the US, when Ameri- 
can commitment to the bases is dwindling, 
and erstwhile fellow nationalists of Ban- 
dung favour base retention. 

The thesis that the Philippines lacks 
nationalist self-respect is powerful. Foreign- 
ers are constantly astounded at the shal- 
lowness of many Filipinos’ commitment to 
their nation. In one direction, provincial 
loyalties remain very strong, overriding na- 
tional goals; the geography of the Philip- 





China's claims in the South China Sea make all the smaller 

as it builds its own naval 

` apability. More serious conflict has perhaps only been avoided 

| by a combination of US presence and the absence, so far, of 

И г Major oil discoveries. Indonesia’s fear of China is 
` strong and, given its control of all the vital straits into the Indian 
Xcean (Malacca, Sunda, Lombok, Makassar), there is a natural 
‘identity of interests between. ет and Indonesia. But for its 
| egg extend to the Philip- 
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pines helps sustain Illocano, Cebuano and 
other regionalisms. In the other, there is a 
fixation with the US — with obtaining US 
residency "green cards," with Big Macs, 
with relatives in Los Angeles — all of which 
retard the development of national identity 
and keep the Philippines' gaze firmly fixed 
across the Pacific rather than to its Asian 
neighbours. 

More often than not, US interference in 
Philippine affairs is initiated by Filipinos 
rather than Americans. The late president 


Шу Soviet ocean access — 


mere 


, Jakarta tends to see 





US power declines. 
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with an anti-Chinese Vietnam, for example. 
The Soviet Union's global posture may now be more defen 
sive, but Moscow will remain an Asian re а 
Soviet presence at Cam Ranh Bay may remain. n if only 
Arctic Ocean — is so precarious. Bases in Japan and South Ko 
rea hem in the Soviet Far East fleet, which needs access ough 
the Sea of Japan. While US-Soviet enmity may wane, triangu 
Japan-China-Soviet mutual suspicions are lik mai 
ilities. But it cannot be ignored that 
has not been wholly at peace for 503 years and that 
which have erupted have not all had roots in colo 
superpower rivalry. It may be that the growing p 
much of the region will continue to absorb most 
energies. But much of that has been due to c oper 


All kinds of scary 












































Ferdinand Marcos blatantly exploited the 
concern for the bases to extract money from 
US*leaders, in the early 1980s, anti-Marcos 
groups looked to the US to force Marcos 
into democratic concessions, and d 
the final days of Marcos they would make 
no moves without checking to ensure that 
the US was at least neutral. Mrs Marcos is 


York not in Manila. . 


Given this history, Ramos' appeal foe 
US help in the December coup was almost 


player. T 
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al minds on the i More strategic I ict ture . 











now see the umbilical cord to. the US as dan- 
gerous, not through any fault of the US but 
because it gives Filipinos an easy way out. 
The feudal instincts which still charac- 
terise many relationships in the Philippines 
find their extension in the relationship with 
the US. As a result they have not de- 
‘veloped a strong national identity, not 
- faced up to their internal problems, ог de- 
veloped the sort of institutions that could 
provide social stability and a basis for eco- 
nomic development. Politically and eco- 
nomically they see their country as the sick 
man of Southeast Asia. 
. There is a growing feeling that the 
Philippines must try harder to stand on its 
own feet. And that means saying goodbye 
Чо the bases. But a nationalist gesture of 
breaking from the emotional embrace of the 
.US may not be in tune with a policy of cal- 
-culated national self-interest. 
<> Philippine policymakers have to recon- 
cile emotional and pragmatic needs. This is 
not made easier by the fact that the treaty 
issue could easily become embroiled in the 
.1992 presidential and senatorial elections. 
_ Another problem derives from the often 
; parochial nature of Philippine political per- 
ceptions. There is inadequate awareness of 
the US Congress unwillingness to vote 
money for military-related activities and 
its preference for giving such fundse as 
are available to newly democratic Eastern 
‘Europe and Latin America. In Washington, 
the Philippines is widely adjudged to have 
squandered its post-Marcos chance. 
. Indeed, many anti-base activists believe 
that removal of the bases is more likely to 
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come from the US than from Philippine 
domestic pressures. On the Philippine side, 
overestimation of the value of the bases 
may lead to bitterness if the US offers an 
adequate compensation package. 

The economic issue of the bases is two- 
pronged. First, is the direct impact on em- 
ployment and national income of spending 
by the US military in the Philippines. Dollar 
earnings are around US$500 million a year 
and about 275,000 people are directly de- 
pendent on the bases. As almost all this is 
in a relatively small area of central Luzon, it 
does not have national impact. But as the 
prospect of change approaches, some cri- 
tics are becoming more pragmatic, fearing 
that too hard a line with the US could ruin 
the chances of sustaining jobs. 

If the US chose to be nasty, it could take 
its floating docks and machinery away, give 


US Congress reluctant to fund facilities abroad 
'essures of peace 











y Susumu Awanohara in Washington 


he US administration is g 
. extraordinarily difficult talks over the 
bases, partly because Filipinos are 
creasingly convinced these must go even- 
ally, and as a result of domestic political 
yressures, Many in the US Congress are in 
10 mood to continue paying for the bases 
hen the Soviet military threat is seen 
having declined and Americans are 
lamouring for the "peace dividend." 

The ill effects of the "borrow-and- 
репа” policy of the past decade also have 
есоте more obvious. Added to these fac- 

is the dramatic swing of the pendulum 
п Washington from infatuation to disillu- 
ionment with President Aquino. If the 








talks become acrimonious, pressure could 
build up to “walk away from the Philip- 


| pines." 


However, the US Government wants to 
stay. On his tour of South Korea, the 
Philippines and Japan in February, Defence 
Secretary Richard Cheney sought to recon- 
firm US commitment to the region, despite 
the 10% reduction of US forces. 

Cheney warned that the Soviet Union 
would remain a major power in the region. 
He added that the common security 
policies of the US and its friends in the re- 
gion had never been a mere response to the 
Soviet threat. And he enumerated the 
problems of "regional sub-balances": po- 
tential instability in North Korea, Burma, 
Vietnam, Cambodia and China; the rise of 
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The Philippines wants to keep Subic’s repair facilities intact. 





green cards to skilled Filipino workers and 
leave the Philippines with empty buildings 
and a long unemployment line. But anti- 
Americanism and splendid isolation b 

to look less attractive if there is a reason 
possibility of keeping many of the bases’ re- 
pair facilities under Philippine ownership. 

The problem of such pragmatic na- 
tionalism is that there is now precious little 
time to work out viable plans, let alone im- 
plement them unless the Senate is pre- 
pared to accept renewal of the bases treaty 
in some form or other. 

The other economic aspect is straight- 
foward compensation payments, which 
some Filipinos find especially demeaning. 
They argue that either the Philippines does 
not need the bases, in which case they must 
go, or if it does, the US should no more 
have to pay rent than to Britain or South 


India and China as regional powers; 
numerous territorial disputes that are more 
likely to flare up if US troops withdraw; 
and the danger of conflict increased by the 
spread of ballistic missiles and nui’ 
weapons. 

US officials are convinced, and many їп 
the region agree, that in the Asia-Pacific re- 
gion, “only the US is able or acceptable to 
play the role of regional balancer.” 


ut the US Congress has a different 
perspective. It has on the whole a 
more benign view of Soviet inten- 
tions than Cheney. Also the legislators are 
still resentful at the alleged defence “free- 
riders” among allies and want, in an elec- 
tion year, some of that peace dividend to 
take back to their constituencies. Their feel- 
ing is that Cheney will have to request ever 
greater “host-nation support” for US forces 
in Japan and South Korea and that the 10% 
reduction of US forces in the Pacific is only 
the beginning. 
As to the Philippine bases, the US wants 
to keep them, but not at all costs. The De- 
partment of Defence (DOD) objective is “to _ 
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Korea. It is, critics say, a Classic le of 
selling national ideals and identity for a 
“fast buck.” 

But money, and the Philippines’ desper- 
ate need for it, have dout — whether 
among businessmen anxious to for- 
eign exchange flowing in and the invest- 
ment climate stable, or among people in the 
barrios who are not anti-American and are 
the bases for a while 


National pride and selling the bases are 
not mu exclusive. For example, it is 
argued that though the bases have some 
use for the ‚ they are more valu- 
able to others, including Asean friends and 
Japan, as well as the US. So compensation 
is reasonable to offset the burden of hosting 
the bases — a burden which includes their 


divisive effects on national politics. 
7 any Filipinos have been slow to 


But those who have are sore 
A. that regional allies are forever 
saying in private "don't throw out the 
bases" but for reasons of domestic politics 
or non-aligned pretensions refrain from 
public statements supporting a US presence. 


Foreign Secretary Raul Manglapus told 
the REVIEW he wished Asean nations 


would make their positions public. 

At one level this is largely invisible as 
other countries prefer to treat the issue as a 
Philippine-US one. But when it comes to 
paying for the continued US umbrella, wal- 
lets may open. Japan will avoid direct pay- 
ments, except for aid, to which some im- 
plied strings are attached. 


obtain long-term access to the facilities with 
minimal limitations on our operational flex- 
ibility at an affordable cost.” If this is not 
possible, the bases are not irreplaceable. 

ate last year, a senior official of the US 

acy for International Development 
drafted an internal memo spelling out va- 
rious US negotiating tracks. It ruled out 
“near-term [US] departure” as unaccepta- 
ble and “long-term status quo” as political- 
ly impossible, opting for “medium-term 
phase out. Let's assume that we hit them 
with a big stick and dangle that fat debt- 
reduction carrot and they sign, we will still 
be out by 1999. 

"On the other hand, if the military 
facilities are shared by the US and the 
Armed Forces of the Philippines, if they are 
managed ‚ if there is substan- 
tial corollary activity, and- if the economy is 
reasonable by 1999, then no one will blink 
when the year 2000 rolls in and we are still 
there at Subic." 

On Japan, it said: "I see no reason why 
we 't get the Japanese into this 
deal. In strategic terms Japan is probably 
more vulnerable to disruptions in the sea 
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Debt relief may well be a part of a new 
bases deal and financial footwork 
could get the US out of having to put it 
through the US Congress while the Japan- 
ese effectively picked up the bill. South 
Korea and Taiwan would be welcome at 
the party, and even Gulf oil producers. 

Ironically, everyone including the Japan- 
ese are eager to help pay to keep the 
Americans as the benign neighbourhood 
policeman. But Japanese warships now call 
regularly at Manila, and some in the Philip- 
pines worry that whether or not Japan does 
rapidly develop its own naval presence, the 
Philippines is simply going to shift from US 
to Japanese as some of the 
elite did during the Japanese occupation. 

On the home front, those nervous about 
the continuing communist insurgency see 
the US presence as a guarantee of a con- 
tinued commitment to fight the rebels. The 
contrary argument is that given the 
ideological disarray of the outlawed Com- 
munist Party of the Philippines following 
events in Eastern Europe, and with the 
communist insurgency on a plateau, re- 
moval of the bases would provide an ex- 
cuse for some to lay down their arms. 
Nationalist opposition to the bases is a far 
less potent recruiting agent for the NPA than 
land ownership and corruption. But it is 
still a factor. 

Then there are those who see a US pre- 
sence as a counter-weight both to the threat 
of another coup and to the centrifugal de- 
signs of local warlords. But that brings the 
matter full circle. At one level the bases are 
of practical use. At another they 
a crippling dependence. Can the two be re- 
conciled? е 





lanes running by the Philippines than any 
other single factor save a nuclear war.” 

A swing of moods amplified by herd 
mentality is not unusual in Washington. 
But Americans who had placed unrealistic 
expectations on Aquino were shocked and 
needed someone to blame when last De- 
cembers attempted coup demonstrated 
that the Philippines — seen as a US foreign 
policy success — was still having serious 
problems, some analyst say. Although they 
uniformly call for a democratic and con- 
stitutional process, top officials have little 
personal commitment to ensuring Aquino's 
success. 

While another expert is convinced the 
pendulum will swing back towards 
Aquino, there is not much optimism. A 
DOD official recently wrote: "Further coup 
attempts are not unlikely. A successful 
coup would probably restore a neo-Marcos 


regime with a new set of players. Resulting 


policy regression in the human-rights area 
and continuing corruption would help to 


revitaise the insurgency . . . and make 
maintenance of US bases exceedingly dif- 
ficult.” ш 
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Maceda shows support at Clark. 
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Politicians posture for 
domestic advantage 


e 
Senatorial 
e e 

privilege 

“After the expiration in 1991 of the { 
between the Republic of the Philippines and the — 
United States of America concerning Military — 
Bases, foreign military bases, troops, or facilities 
shall not be allowed in the Philippines 


under a treaty duly concurred in by the Senate — 
and, when the Congress so requires, ratified bya — 


majority of the votes cast by the people in a na- _ 


tional referendum held for that purpose, and rec- 
ognised as a treaty by the other contracting state, _ 


1987 Philippines Constitution. 


or such an important issue in the | 
| УК the withdrawal or the - 


retention of the US bases, it is - 
perhaps surprising that only 23 people will - 
ultimately decide the issue. Right now, the 
majority of those men and women who 
make up the Senate seem to want the | 
Americans out — ces can be decepive. 
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later. But appearances can be deceptive 
Filipino negotiators will only deal with 
US Ambassador Nicholas Platt during the 
initial round of exploratory talks, beginning - 
later this month. Foreign Secretary Raul - 
Manglapus told the REVIEW rather ambigu- · 
ously: “The president [Aquino] felt this - 
was necessary to help our side determine — 
whether we should get into formal talks." - 
Manglapus calls the Philippine position — 
unique and says he wishes the other Asean 
nations would make their opinions known. - 
But much to the chagrin of the Senate - 
and even a growing number of govern- 
ment officials, Aquino has still not re- 
vealed her own position on the subject - 


' 


- 


2 


ье 


either, saying she wants to keep her op- 
tions 


Bici iod palis E ИБА 
man and Liberal Party (LP) member Ernesto 
Maceda, who offers only lukewarm back- 
ing to his party's anti-bases stand, says at 
least half of the Senate is "squarely against" 
ratifying a new treaty that would allow the 
Americans to stay beyond 1991. This is 

based on a Senate resolution last 
year, signed by half of the senators, which 
called for an end to the bases. Some ana- 
lysts now feel too much was read into it. 

The support of two-thirds of the upper 
house is required to ratify any new treaty 
the two sides agree on. That sort of a pro- 
bases ratio that сап be found in the 193-seat 
House of Representatives. But the con- 
gressmen, most of whom want a five to 10 
year phaseout, have no real say in the mat- 
ter 


A potentially serious diplomatic wrangle 
is also looming. While the constitution 
stipulates 1991 as the termination date of 
the lease agreement, the US is holding out 
for 1992. It argues that under the terms of 
the 1966 Romulo-Rusk agreement, a one- 
year termination notice can only be served 
at the end of the 25-year lease. How far 


. the US intends to pursue this position is 
. uncertain, but the Senate contends that 


the constitution takes precedence over a 
treaty. 

Some anti-bases critics see the US stånd 
as an effort to keep the issue alive beyond 


: the May 1992 Philippine presidential elec- 


' 
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tions when a new, more conservative re- 
gime could assume power. 
Many of the senators who favour a new 


. treaty do so on the basis of a substantial 


1 


rent increase. But given the mood of the US 
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CLARK AIR BASE 
‘gh, ARMED FORCES OF THE 
..  PRILIPPINES 


Leaving sooner or later. 


Congress, exacerbated by events in Eastern 
Europe and by Aquino’s recent snub of De- 
fence Secretary Richard Cheney, there is a 
dawning realisation that Washington is in 
no mood to be ; 

Compensation also appears to be an im- 
portant factor among the population, 
where the balance of opinion is generally 
seen to favour a continued US presence — 
at least in the intermediate term. National 
surveys last year generally showed 30% 
against the US presence, 30% for, and 40% 
who were either undecided or not conver- 
sant with the issue. Apart from aid consid- 
erations, the attitudes of pro-base advocates 
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also shaped by age-old dependency fac- 
e ME stay the iius in 


the US, as many do. 

What is not clear either is the impact the 
US intervention during last December's 
coup and a US$96 million shortfall in US 
"best effort" assistance last year has had on 
mainstream Filipino thinking. 

So where does the Senate really stand? 
Maceda says that for Aquino to get en- 
ough votes to push a treaty through, 
she may have to unseat Senate president 
and LP leader Jovito Salonga and then 
work on each individual senator. But in 
the context of 1992 re-election realities 
and the posturing for which Filipino politi- 
Gans are famous, he feels anything is pos- 


sible. 
Bs Nacionalista Party (NP), 
which wants a five to 10 year phase- 
out period, is convinced Aquino plans to 
keep the bases, “but the problem is for Е 
long" — and whether the Senate will 
spect her wishes. "Aquino asks little of the 
Senate, even if they do owe their jobs to 
her," he noted. "If she pushes them and 
embellishes that appeal with a misty eye, 
she may get a majority." 

Sen. John Osmena, who quit the LP be- 
cause of its anti-bases policy, also believes 
the Senate is open to persuasion, but given 
the current climate in Washington he says 
compensation is fast becoming a non-sale- 
able item and that it would be better to seek 


las Ople, secretary-general of the op- 





The strongest and most vocal oppo- 
nents to the bases are senators Wi 


igberto 
Tanada (Independent), Joseph Estrada (LP), 
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| The US ponders other regional alternatives 


Acceptable options 


hen the US Navy moved into the 
| M оаа 


against Iranian attack, more than 
75% of the ships involved came from the 
Pacific-based 7th Fleet. And a good number 


. of those had been brought up to full oper- 
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go through 
and loaded and 


ational readiness at Subic. 

US officials make no secret of the value 
they place on Subic and nearby Clark air- 
base and their desire to continue using 
them. Indian Ocean and Middle East- 
bound carrier battle groups from the US 
West Coast train and outfit in the Philip- 
pines and as one official put it: “When we 

Malacca Straits, we are locked 
to Ad 
Bver since the US established itself as a 


major naval power, the Philippines has 
served as a key stepping stone and an 
equally important training ground. It has 
also become a major maintenance facility 
and, over the past three generations, the 
source of the cheapest and the most skilled 
ship-repair workers in the world. 

After the Philippines, the next link in 
the chain is the Indian Ocean island depot 
of Diego Garcia, where 14 pre-positioning 
ships stand ready to support up to two 
army divisions and a Marine amphibious 
force on extended tions. 

Probably Subic’s biggest attraction 
is its unhampered access. The US can- 
not normally use its Europe and British- 
based forces for contingencies outside Nato 
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from Japan and South Korea and also 
Singaporean, Thai and Australian air 
forces. 


Rand Corp. study, the US will need: 
> A harbour large enough to provide shel- 
ter for at least 10 naval vessels and also to 
> A nearby military airfield to handle C141 
and C5 cargo aircraft, carrier jets and also 
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Rene Saguisag (LP) and Juan Ponce Enrile 
(NP), two of whom — Estrada and Enrile — 
have presidential ambitions. Three others, 
Salonga himself, another ive 1992 
contender, Orlando Mercado (LP), Aquilino 
Pimentel (PDP Laban) and Teofisto Guing- 
ona (LP), are also considered part of the 
anti-bases hard core. 

But how hard core? Enrile does a nimble 
rhetorical dance to distance himself from 
policies that were pursued while he was 
Marcos' defence secretary and says he sees 
no need for either the bases or a mutual de- 
fence treaty. "On the other hand," he told 
one recent gathering, "I am not opposed to 
any political solution that might be worked 
out." 

What that means exactly is unclear. But 
it does indicate that while Tanada and Es- 
trada may go to the wall in their commit- 
ment to ending the US military presence 
and addressing the related question of nu- 
dear weapons on Philippine soil, the sena- 

who are now "squarely against" a new 

ty could just as easily buckle. 

Personalities aside, there are other im- 
ponderables that give the issue a hydra-like 
quality. Political scientist Randolf David 
wonders whether a joint-use formula or a 
phased withdrawal would require a formal 
treaty. Although he agrees this flies in the 
face of the apparently strict wording in the 
constitution, David feels it could still be 
given a liberal interpretation by the Su- 

Court 


Questions have also been raised. over 
what impact the termination of the 
Bases Agreement would have on the US- 
Philippines Mutual Defence Pact and the 
Mutual Assistance Treaty, given their in- 
tertwined nature. = John McBeth 


P3 Orion surveillance aircraft that range 

over the South China Sea. 

> An adjacent naval magazine of 360 ha, a 
distance away from populated areas 

~.~ located within three days’ sailing time 

of a ship repair facility. 

Guam meets this criteria up to a point, 
though its harbour and other facilities are 
not nearly as spacious as Subic and some 
functions might have to be performed in 
Pearl Harbor. Sprawling Anderson airbase 
would perhaps become the new home for 
one of Clark’s two F4 squadrons. 

ing skilled Filipino workers into 
Guam would represent probably the 


expense. 

Tinian and Saipan could be used for 
Navy and Marine air training, with US 
Marine their combat skills on 
an 7,200 ha exercise area the Pentagon has 
leased from Tinian under a long-term ar- 
rangement. 

US forces could also establish a more 
permanent presence on Palau. The attrac- 
tions there are a natural deep-sea harbour 
and a bombing range. 
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Manila studies future commercial use of bases 


Privatisation plans 


fter a slow start, Philippine Govern- 


ment-funded study groups аге 

now getting to grips with tin 
to convert Subic and Clark bases to 
mercial use. By doing so, they hope do 
preserve the economic viability of the cen- 
tral Luzon provinces of Zambales, Pam- 
panga and Tarlac once US military forces 
have left. 

Those plans revolve around turning 
Subic into a privately run ship-repair facil- 
ity, with the US Navy as one of the princi- 
pal customers, and transforming part of 
Clark into an international airport. 

More than 20 consulting firms, work- 
ing with a P55 million (US$2.8 million) 
budget, are conducting eight "sectoral 
studies" looking not only at possible fu- 
ture uses of the bases themselves but also 
at proposed industrial zones, corporate 
farms, livelihood and human-resources 
projects, and even forestry and watershed 
management schemes that could involve 
the bases. 

University of the Philippines president 
Jose Abueva, an anti-bases advocate who 
chairs the Joint Legislative-Executive Bases 
Council, says the concrete proposals he ex- 

to submit to President Corazon 
Aquino and the Philippine Congress this 
r will be built around the assump- 

tion of a US withdrawal in 1991. 


Singapore and possibly Thailand, which 
have served for years as refuelling stops 
for US military aircraft patrolling the 
South China Sea and Indian Ocean, both 
loom in American plans to ensure 
they retain a forward deployment capabil- 
ity. 

Washington is already following up 
on Singapore’s surprise move last year 
offering facilities to US forces. Singapore 
anticipates about 170 US Navy personnel 
being based in the republic to liaise with 
the owners of commercially run storage 
and repair facilities. Discussions centre 
on a more controversial US plan to rotate 
Japan and South Korea-based F16 squad- 
rons through Paya Lebar airbase on a two- 
month basis. 

US officials say a similar arrangement 
is also being considered with Thailand, 
once the main springboard for tactical air 
strikes over Vietnam. The former B52 base 
at U-tapao is currently under-used, and 
there is also interest in Takhli and Nakhon 
Ratchasima (Korat), two other wartime 
bases north and northeast of Bangkok. US, 
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Leaving aside the possibility of the 
US taking most of its moveable equipment 
if it is forced into a hasty pullout, plan- 
ners foresee Subic being converted into a 
private corporation, which would then 
enter into a long-term contract with the US 
Navy to repair, service and maintain its 
ships in the Pacific — in much the same 
manner as private firms do in Norfolk, Vir- 


ginia. 
The facility would also be open to other, 





Privelisilion would нер оон jab. 





Singaporean and Indonesian warplanes al- 
ready have access to a Thailand’s own 


ы X > 


| 


combat instrumentation range at Nakhon - 


Ratchasima, similar to one also being 


install ed by the Indonesia Air Force in - 


Sumatra. 
Much still hinges on the Philippines it- 
self. Leaving the question of base rental 


aside, US officials favour a minimum 10- — 


year lease extension and say that even а 


five-year period would be unacceptable be- 


cause of the problems of getting the neces- _ 


mediate rather than a phased pullout, then 
the Americans say the parting would not — 
be amirsble and dut they would nil | 


take everything that is not bolted down, in- 
duding hangars, dry docks, heavy duty 
cranes, and instrumentation and machine 
shops. dude move wok oxi cols D 
Philippine plans to commercialise Subic's 
facilities, but it would also deny the US con- 
tinued access under an arrangement similar 
to that contemplated with Singapore. 

m John McBeth 


ME utu ww 


г оа ОДД зб о. 


No arms гасе, here 


The impact of withdrawal is thought to be largely economic. 
Filipino defence experts see no major external threat to the coun- 
try over the next 15-20 years — and no need to worry about one, 
despite its claim to part of the contested Spratly Islands and a 
sometimes rocky relationship with Malaysia. 

Given the state of its economy and the fact that all of its atten- 
tion is focused on the communist New People’s Army, the 
Philippines has been the odd man out in the current arms race 
among its Asean neighbours. Despite insurgencies, it spends less 
on defence as a percentage of GNP than any Asean country. Its 
navy is strictly coastal, incapable of even minimum surveillance 
over territorial waters, and its air force relies on line-of-sight inter- 


In addition, the Philippine military operates only five short- 
range radars — three in northern and central Luzon, one in the 
Bicol region of southern Luzon and the fifth in Leyte, in the east- 
ern Visayas. The other seven sites, facing mainly to the south and 
southwest, have all been mothballed. 

Still, as Filipinos point out, while the Americans fly pa- 





want to find in the Philippines,” the same source said, add- 
ing: “What the Americans need is a lot different from what we 
need.” 

The US has no inclination to get caught up in any disputes 
with Malaysia over Sabah or rights in the Sulu Sea, nor to involve 
itself in protecting the Philippines’ economic zone from the likes 
of Taiwanese fishermen. Yet the nation has minimal capability to 
patrol its own waters or protect the little garrison on the four 
Spratly Islands it occupies. As an archipelagic nation, air and 
naval forces should be an important part of external defence. But 
because of insurgencies most resources are devoted to the 70,000- 
strong army. 

The air force has some 45 combat aircraft but they are mostly 
old and for ground support. The navy has three old frigates and, 
notionally, 116 patrol craft but, according to the Institute for 
Strategic Studies, the operational capability of most of them is “in 
considerable doubt.” 

The air force has 18 Marchetti trainers on order from Italy and 
the navy is buying new patrol boats. But resources are scarce. As 
for the army, it would like to reduce its dependence on aid 
supplies from the US, but needs money to buy from other 
sources 


trols over the South China Sea, it is more aimed at fulfilling 


their own needs than pro 


presumably regional nations — and proba- 
bly must be if it is to cover an estimated 
five-year maintenance bill of US$800 mil- 
lion. Abueva refers to the acquisition of, US 
Government equity in the scheme “with 
some technical assistance to ensure smooth 
functioning.” 

What that assistance would be is un- 
certain, but US officials point out that 
while some repairs are possible commer- 
cially, a substantial amount can only be 
done by specially trained (American) tech- 
nicians. This applies in particular to class- 
ified work on electronics and weapons sys- 
tems. “I think it is manageable," one official 
said, “but it will take longer than people 


Former Philippine executive secretary 


Alejandro Melchor, who studied al- 
ternative uses for the bases in the 
1970s, would like to involve US and 
Japanese banks in the conversion 
plan and have them help reduce the 
Philippines’ external debt. Some in- 
terested US companies, including 
Northrop Corp., believe they can 
operate the bases more cheaply than 
now. 

US Congressman Stephen Solarz 
favours some version of privatisa- 
tion and has discussed his ideas 
with Philippine Senate foreign rela- 
tions committee chairman Leticia 
Shahani and Manila’s Ambassador 
to the US Emmanuel Pelaez. 

The Pentagon's position on com- 
mercialisation is not entirely clear. 
But according to a confidential re- 
port obtained by the REVIEW, an 
American shipyard owner was ac- 


tecting Philippine airspace. “We don’t 
care much what the Tu95 Bears [Soviet reconnaissance aircraft] 


Joint medical facility spin-off at Subic. 


a year. 


cused of disloyalty when he recently ap- 
proached US Navy officials with what they 
acknowledged was a good negotiating pro- 
posal he already had discussed with 
Filipino consultants. 

Some defence officials are worried about 
widespread privatisation and have advo- 
cated joint use, or exclusive military use, of 
the existing facilities by both the US and 
Philippine armed forces. That is largely pre- 
dicated, however, on the conclusion of a 
treaty that would guarantee the Americans 
a reasonable extension of stay. 

The bases council is also pushing for 
the immediate joint use of Clark, with 
the US and Philippine air forces operating 
from the existing runway and civilian au- 
thorities using a second runway (due for 
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The Rand Corp. estimates that savings to the Philippines 
not having to spend much on external defence at US$640 millior 


fron 


= John McBeth 


completion in mid-1990) and adjoining land 
for the new airport expected to cost P3-5 
billion. 

The project will also require the building 
of an elevated highway to link the airport 
with the four-lane North ay and 
another costly elevated road leaving the ex- 
pressway and delivering passengers into 
the heart of Manila. Because of current con- 
gestion, the drive from Clark to Manila cur- 
rently takes up to two hours. The city's cha- 
otic Ninoy Aquino Airport is not expected 
to reach full capacity as an international ter- 
minal until 2010, but planners say it would 
be ideal for domestic use. 

Apart from mooted industrial and repair 
and maintenance projects, the sprawling 
Clark reservation is expected to ] 
another use. In January, the b 


: council approved a proposal by 
> Philippine House of Representatives 
6 foreign affairs committee chairman 
Jose de Venecia to move the Philip- 
pine military camps of Aguinaldo, 
Bonifacio and Crame out of Manila 
and on to a 50,000-ha site at Clark. 
Apart from reducing the threat to 
the civilian population in any future 
coup-related violence, as hap 
during last December's bloody rebel- 
lion, de Venecia says the removal of 
the camps would allow the sale of 
1,420 ha of prime real estate on 
which they currently stand. He esti- 
mates the proceeds from that could 
add up to P240 billion and help to 
reduce the Philippine dependence 
on foreign loans. 
= John McBeth and 
Susumu Awanohara 
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. borde Че po etie housing some 

| ambodian refugees near the Thai- 

| dian frontier, is creating ripples with 

! ing implications. If such a closure 

| really does come to pass, it is likely to cause 
: ng reverberations for the tripartite 
Cambodian resistance itself. The political 

| and military shockwaves may well prove to 

Р be irresistible. 

| : Moving the civilian population of the 

border camps to а neutral camp further in- 

| 

| 

| 

| 

| 

| 





| ~4e Thailand would be a positive step to 

tect Cambodian refugees. Border mili- 
tary attacks by opposing forces resulting in 
civilian casualties are commonplace. There 
are minefields nearby causing untold suf- 
ferings for ordinary people. Even in the 
camps themselves, der have been іпа- 
dents of grenades being thrown at civilians 

.[ by military elements. 

Perhaps the greatest dilemma for Cam- 
bodian civilians along the border is that 
they are pawns in a political game and are 
seen as adding the legitimacy of "the 
people support us" to the claims of the fac- 
tion leaders. Physically, they are a buffer 
between the warring cliques and represent 

| acordon sanitaire whereby supplies and re- 
sources can be channelled to the combat- 
ants. 

The threats to civilians are carried to the 
extreme by endless manipulation on the 
part of the leaders. Forced labour and con- 
scription is not uncommon. The situation is 
ravated by the fact that several sites are 
ccessible to aid agencies, including the 

Satellite camps belonging to the Khmer 

Rouge faction. Forced relocation of civilians 

from these camps on Thai territory to even 

more uncertain areas on Cambodian terri- 

` tory in the so-called liberated zones has 

taken place continually. Latest reports 

` suggest that the Khmer Rouge have moved 

r 10,000 Cambodian civilians under 

ntrol back into Cambodian territory 
bie frontier over the past month. 
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; ыле е e the majority of 
nd , Khao I E is 


Refugee sanctuary 


By Vitit Muntarbhorn 


further inside Thailand and is less likely to 
be shelled. Once the civilian population is 
placed there, Cambodian military elements 
will lose their grip over the populace, espe- 
cially as this camp is more open to interna- 
tional monitoring. 

At present, Khao I Dang houses some 
11,000 Cambodians. To increase the num- 
bers would be challenging, but no more de- 
manding than the pressures currently 
exerted over the other border camps, such 
as Site 2 under the administration of the 
Khmer People’s National Liberation Front 
faction. 

At least some resistance leaders are 
likely to be fearful of the neutral camp idea 
for strategic reasons and are now moving 
as many of their civilians as possible back 
across the border into Cambodia. How- 
ever, for those who are not subject to forced 
relocation, the question arises as to how 
and where to ascertain their 


land to Cambodia has been closec 
sporadic, minor exceptions). — 

The neutral camp concept now 
poused is closely linked with a grea 
iness on the part of some Thai authorities 
allow official voluntary repatriation to Ca 
bodia, even if it implies a dialogue with 
the Phnom Penh regime to. establis 
аса К 

If voluntary repatriation really е i m л 

as an option for Cambodian civilians, 
following mechanics merit attention: 
> Ensuring Cambodian civilians have í 
dom of choice. | 
> Availability of information. conc ce 
relatives at home, as well as political, eco- 
nomic and social realities to ease the ef- 
ugee's decision-making process. 
¥ Voluntary repatriation requies i en 
tional monitoring to ensure the safety | 
turnees. A commission, such as that exist- 


wishes for the future. Asitis  aeammm———- and the UN High Commis- 
unlikely that frank answers sioner for Refugees, in rela 
would be received if they . tion to Lao refugees, may be 
were interviewed in the cur- Moving the required. 
rent camps, it may be better "cts > Specific guarantees аг 
then to move them en civilian required b de the Thon е’ 
masse to Khao І Dang authorities to ensure that the 
where they can be inter- population Of retumees will not be. e 
viewed. treated or і 

In this respect, there the border 
arises a possible threefold 
categorisation of the civi- Camps to a 
lians: former property and resume 
Civilians who definitely neutral their livelihood. 


wish to remain with the re- 
sistance leaders, a group 
likely to include the im- 
mediate families of the sol- 
diers. 

> Civilians who do not 
wish to remain with the 
leaders, a group most likely 
to include those who wish to return to their 
former homes in Cambodia even if the con- 
flict is not immediately resolved. 

р Border-line civilians; this group entails, 
in particular, those who are uncertain about 
what to do and with whom to stay, their 
choice concerning the future depending 
largely on access to information about their 
homeland to enable them to decide. 

In order to identify these different 
groups and the prospects for their own self- 
determination, it is imperative that they be 
placed in a neutral, monitored atmosphere 
where they can decide their own destinies. 
Except for a brief period in 1980, the door 
for official каш d from Thai- 





camp would 
be a positive 
step 


» Aid may be needed to as- 
sist the returnees to re-adap: 
to their country of origin 
This is necessarily linked 
with the role of aid agencies 
some of which are alrea à 
operating in Cambodia. 
>» At all phases of the те а 
triation process, full participation by the civi 
lians concerned and their informed con: 
should be axiomatic in arriving а h 
solution for them. СЕ 
For too long, ordinary Саг 
ugees have had their desti ме 
the interests of others. It shoul 
beyond even the most basic е 
human decency to recognise: theas 
of these people in pursuit- à 
and home, and ultimately in. ne : 
the Cambodian conflict. з 










































Vitit Muntarbhorn is an associate. | 
the a of Law, Chulalongkorn. 









зел ممم چم وریتد تمده‎ рак уу: 


espite the recent violent coup at- 
tempt against the Afghan Govern- 
— ment and the continuing cvil war 
_ between Kabul and its guerilla adversaries, 
__UN relief agencies believe that enough of 
the country is peaceful for the more than 5 
. million Afghan refugees now living in 
< Pakistan and Iran to be repatriated. The 
-agencies plan to begin the voluntary repat- 
_ riation of refugees this month and hope 
_ that the bulk will be back in their homes by 
_ the end of this year, the 12th winter of the 
«Individual Afghans have returned home 
a n the past but each flare-up of fighting 
brought back these refugees and more. The 
. UN is becoming desperate as it calculates 
_ that its total effort during the current year 
| needs US$750 million while so far it has 
_ been pledged only US$550 million. The UN 
_ Food Programme also finds that the gap be- 
_ tween refugee needs and UN supplies has 
. been widening each year. Pakistan and 
fran, who make up the aid shortfall, are 
. looking forward to relief from the refugee 
_ burden and support repatriation. 

|. The Peshawar-based Afghan guerilla 
. leaders and Kabul also support the idea, 
_ which was outlined to the press on 27 
_ March by a UN inter-agency mission. It 
_ comprised UN coordinator for Afghanis- 
_ tan, Prince Sadruddin Aga Khan; UN High 
_ Commissioner for Refugees, Thorvald Stol- 
| tenberg; World Food Programme executive 
_ director, James Ingram, and the UN secret- 
. ary-general's personal representative for 
. Afghanistan and Pakistan, Benon Sevan. 
|... Following meetings with top Pakistani, 
. guerilla and Kabul leaders during a three- 
_ day tour of the region, the mission declared 
__ that the refugees were a joint responsibility 
_ of the UN, Pakistan and above all the Af- 
ghan leaders — a euphemism for Kabul 
and the guerillas. All parties had to ensure 
that voluntary repatriation began this year 
which would lead to the return of the re- 
maining refugees. 

The UN's logic is that life in two-thirds 
Af Afghanistan has either returned to nor- 
or was slowly doing so. They said that 
i was only low intensity fighting 
nd Kabul and some provincial capitals, 
ile things- were quiet in most of the 29 
ovinces and 280 districts. Peaceful pro- 
we ‘included Kunar, Badakhshan, 
gar, Badghis, Hazarajat, Herat and Nim- 
z, some of which have been quiet for 


























Young amputee waits to go home. 


Curia viivyr 


have fought. among heel ee a and against - . 
outsiders ever since the country appeared ve 
on the map. 

The UN describes the relatively quiet 
areas as zones of tranquillity; defined as 
areas where fighting has almost stopped, 
some sort of local administration has 
begun working and elections have been 
held for local governments. 

But the UN insists that the return home 
will be totally voluntary and that it will be 
up to the refugees — who anyway are well 
informed on conditions within Afghanistan 
— to decide whether their home region is 
peaceful. 

The UN mission said that both the 
guerillas and Kabul had agreed to UN food 
supplies being located in Afghan Govern- 
ment - controlled areas, and its distribution 
from those points to regions controlled С 
the guerillas. 

A group of 50 expatriate UN officiais 
and 200 locally recruited staff was already 
freely crossing the lines dividing the gov- 
ernment-held areas and the guerilla-con- 
trolled zones. Both sides trusted the UN 
workers fully, the mission said. 

The UN argues that the Afghan ref- 
ugees are getting frustrated after 11 years in 
camps and it seems to think that they can 
be lured back home by the prospect of re- 
habilitation and reconstruction in Afghanis- 
tan. It is not yet known how the UN will 
fund the removal and resettlement of the 
refugees. п 
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Premadasa's grip seen strengthened by reshuffle 


Remodelled cabinet 





nns ч ААМ тита еъ Аъла а Амбон етли. 


Ву Manik de Silva in Colombo 


resident Ranasinghe Premadasa re- 
P shuffled his government on 30 March, 


dropping one major minister, four 
ministers of state and replacing foreign 
minister Ranjan Wijeratne. Although Pre- 
madasa named Harold Herath as new for- 
eign minister, many diplomats and analysts 
saw Wijeratne's removal as a signal the pre- 
sident would play a more active role in the 
conduct of the country's foreign policy. 
Herath, a lawyer, remains minister of state 
for finance, a job he held during the first 
year of the Premadasa administration. 

The expectation that Premadasa would 
play a more active role in foreign affairs was 
supported by the manner in which the de- 
cision to terminate the Israeli interest sec- 


tion at the US Embassy in Colombo was 


| FAR EASTERN ECONOMIC. REVIEW 


taken 10 days before the reshuffle. 
Although the possibility of asking the 
Israelis to leave had been in the air for 
some time, the 20 March announcement 
caught most diplomats by surprise. There 
were no consultations with the US in either 
Colombo or Washington, and Wijeratne 
was directed by Premadasa to arrange for 
the Israeli interest section's closure within a 
month. 

Wijeratne, who as minister of state 
for defence ran the war against the now 
subdued  leftwing Јапаћа Vimukthi 
Peramua subversives, retains this posi- 
tion with Premadasa remaining defence — 
minister. Wijeratne, a professional tea 
planter and general-secretary of the ruling 
United National Party (UNP) was also 
appointed plantation industries minister to 
replace Gamini Dissanayake, who — as ex- 
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Dissanayake Һай held the impor 

ds, irrigation and Mahaweli develop- 
ministry in J. R. Jayewardene’s ad- 
tration from 1977-88 and, together 
then national security minister Lalith 
thmudali, had been widely tipped 
a possible successor to Jayewardene. 
iulathmudali, who served as minister of 
griculture, food and cooperatives in the 
rst year of the Premadasa administration, 
as been moved to education. Premadasa 
rought in a total of four new cabinet minis- 
ers, which increased his cabinet to 26 
nembers from the previous 22. _ 

- Premadasa, who previously indicated 
he intended to annually rotate the prime 
minister's post, has kept D. B. Wijetunge in 
this largely ceremonial position — the non- 
. controversial Wijetunge also retains his fi- 






he president has made it unmistaka- 
bly clear that it is he who will call the 

Ж. shots, and he expects his cabinet 
ministers to pull their weight. Speaking at a 
.UNP executive committee meeting the day 
after the reshuffle, the president said he 
.. Was ready to remove any minister who was 
. not performing satisfactorily without warn- 
Ang. Using a football idiom he is fond of, 
.Premadasa said politics was like a soccer 
match where teamwork was needed both 
. to score goals as well as protect one's обуп 


A few days before the reshuffle Pre- 
‘Madasa made what many observers re- 
garded to be one of his toughest speeches. 
ddressing the government's parliamen- 
tary group, he called for self-sacrifice, au- 
sterty and grassroot contacts with the 
people. Indicating he was planning 
ministerial changes, both at cabinet and 
-cabinet level, the president said merit 
uld be the sole criterion in the reshuffle. 
The president added it was time minis- 
‘scaled down their personal security ar- 
gements. Noting that large sums of 
lic money were being spent on their 
tection — which sometimes involved 
use of 10-15 security vehicles for each 
ister — he suggested a single backup 
would be enough in future. He said the 
curity situation within the country had 
roved considerably and the high level 
protection deemed necessary some 
hs ago was no longer warranted. 
Ne have to take these risks and come 
to serve the people. If that is not possi- 
T would advise you not to accept any 
isterial office that may be offered to 
he said. 
h addition to the ministers of state, 
deputy ministers in the previous ad- 
tration, a group of 23 project ministers 
s attention on subjects which need ur- 
and intensive action," according to a 
s release from the president's office. 












































Poll controls | 
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By Bertil Lintner in Bangkok 


`¥ ampaigning has begun in Burma for 

С the 27 May general election. But de- 

| spite severe restrictions, and the fact 
that nearly all important opposition politi- 
cians have been detained, the spirit of de- 
fiance is still strong and the poll's outcome 
remains open; the actual voting is the only 
element which the ruling State Law and 
Order Restoration Council (SLORC) may not 
be able to control. 

The military authorities can restrict vir- 
tually everything else to do with the polls. 
Á SLORC decree issued on 23 February 
stipulates that speeches which are to be 
broadcast over official radio and the only 
legally permitted newspaper, have to be 
submitted seven days in advance. Many 
candidates have found that their speeches 
have been suitably "edited." 

Organisers of outdoor meetings will be 
held responsible for the behaviour of the 
crowds. Candidates face three years' im- 
prisonment if they "incite and undermine 
security, the prevalence of law and order, 
and regional peace and tranquillity," or 
criticise the military. 

More than 20 candidates, mostly from 
the main opposition party, the National 





even informative, let alone reliable, and 
only a privileged few have access to in- 
ternational publications, foreign broad- 
casting stations provide the only source 
of real news for the general public. It is 
hardly surprising, therefore, that the mi- 
litary frequently makes vitriolic attacks 
on the three most popular Burmese-lan- 
guage services from overseas: the BBC, 
the Voice of America (VOA) and All- 
| 


In Burma, where the official media is not 
| 


India Radio (AIR). 
Lately, a fourth such service has 
joined the ranks of the “minions of col- 


| onialism,” as Burmese officials put it. 


This time, though, the target of the at- 
tacks is none other than Radio Moscow. 
For years, the Soviet Union has 
treated the Burmese regime with benign 
neglect, verging on discreet sympathy. 


| Burmese listeners were therefore sur- 


prised to hear a recent three-piece com- 
mentary by a prominent Soviet histo- 
rian, identified as Dr Vasiliyev, broad- 





















































League for Democracy (NLD), already have 
been arrested. Even so, five parties — apart 
from the NLD — have managed to field can- 
didates in more than 300 of the 492 con- 
stituencies, with 100 or so more mostly re- 
gional organisations contesting in 20 con- 
stituencies or less: . 

> The National Unity Party (NUP) replaced _ 
the former Burma Socialist amme 
Party (BSPP) which ruled from 1962-88. The 
NUP’s actual popular support base is be- 
lieved to be insignificant, but it enjoys mili- 
tary backing and inherited substantial 
funds from the old Bspp. 

> The Union Nationals Democracy Рг - 
(UNDP) was set up by former NLD lea 
Aung Gyi when he broke away in De- 
cember 1988. The UNDP is one of the few 
parties which appears to have a smooth re- 
lationship with the SLORC, which has led to 
speculation that the military may see it as 
an alternative should the NUP fail to make a 
decent showing. Another possibility is an 
NUP-UNDP coalition. 

> The Democracy Party and the League 
for Democracy and Peace are two parties 
close to former prime minister U Nu, who 
was placed under house arrest on 29 De- 
cember 1989. | 

P The Coalition League for Democracy 


` Radio Moscow's misstep 


cast over several days by Radio Mos- 
cow's Burmese-language service. 

Vasiliyev called Burma's 1988 pro 
democracy movement "a genuine popu: 
lar uprising against a feudal military sys- 
tem." When asked whether any "sub- 
versive elements" had instigated the dis- 
turbances, the historian replied that 
"there might have been some subver- 
sive elements in Burma at the time, but 
they were not important. The army offi- 
cers who ordered their troops to fire on 
the students in March 1988 were re- 
sponsible for driving the people into the 
streets to demonstrate." 

Similar criticisms, though perhaps 
less direct, have laced several other re- 
cent Radio Moscow broadcasts. In early 
March, the Soviet service featured an in- 




























































We surp 
do feld candidates all over the country. 
_ Apart from these parties, only a few 
others are of any relevance, among them 
` the Democratic Front for National Recon- 
= struction, led by a veteran leftist politician, 
"Thakin Chit Maung, and the Anti-Fascist 
- People's Freedom League of Cho Cho 
`. Kyaw Nyein, whose father, Kyaw Nyein, 
. was a prominent politician prior to 1962. 

^^ Given fair elections, most observers be- 
lieve that the NLD would win even though 
nearly all its leaders remain in detention, in- 
cluding its chairman, Tin U, and its general 
, Aung San Suu Kyi. But election 
officers at all local levels are drawn from re- 
levant military authorities, and even the in- 
dependence of the five-member central 

elections commission has been questioned. 
. - Against this background, there seem to 
be two more possibilities apart from the 
most likely scenario, a NUP-UNDP-led coali- 
12 One alternative, in the event that an 
pation landslide looks possible, is for 
_ authorities to use law and order as а 
_ pretex to discontinue the vote count. The 
. third possibility is a "Nicaragua" scenario: 
E whereby the public keeps a low profile until 
_ polling date and then votes overwhelm- 
| rey for the opposition, catching the au- 
orities by surprise. But any of the three 
ы will push the military into a tight 
comer, internationally as well as domesti- 
cally. Even a weak coalition would come 
under pressure to release all political pri- 
soners and to take action against those 
army officers who were responsible for the 
massacres of 1988. E 


as "one of the few opposition politicians | 


who has not yet been arrested." 

Then followed an interview with re- 
tired Burmese general and "dissident" 
Aung ЖА outlining his close relation- 

the military. In yet another 
ew, a spokesman for Burma's 
"independent" elections commission, 
. Kyaw Nyunt, referred to Burma's de 
facto strongman, Ne Win, as "our great 
E на which could be taken аз а slight 
inst the current regime which claims 
E Ne Win has stepped down. 

—. The Burmese authorities have not yet 
eacted officially to the new tune from 
К» jscow. But the issue may yet become 
ntroversial. For more than a decade, 
mly two foreign news services have 
en allowed to post their own corres- 
ondents in Burma: the Soviets Tass 

wsagency and China's Xinhua. 

“While the latter remains placid, 
| the former's reporting dearly reflects 
`. the new ideas now sweeping the East- 
- ern bloc. And most of Radio Moscow's 
-> Burma coverage is based on Tass dis- 
E parches from Rangoon. 1 в Bertil Lintner 
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Mahathir speaks out on illegal immigrants in Sab | 
Human wave айа 


By Suhaini Aznam in Kuala Lumpur 
abah's illegal immigrants — mainly 
from the Philippines and Indonesia 
— are again becoming a critical issue 

in the North Borneo state. This time, the 

federal government is stepping in. 

On 22 March, Prime Minister Datuk Seri 
Mahathir Mohamad came out with his 
strongest assurance yet on the issue, prom- 
ising to deport the illegals in a humane 
manner. On 2 April, the National Security 
Council launched a state-wide registration 
exercise of immigrants, now numbering 
some 700,000, approaching half of Sabah’s 
1.4 million indigenous population. 

Sabah agencies have conducted two reg- 
istration exercises of their own in the past 
five years. Up to the end of 1988, a Sabah 
government survey showed 335,500 
Filipinos and 145,000 Indonesians residing 
illegally in the state. By the year 2008, the 
state government estimates that immi- 
grants will outnumber citizens if illegal 
immigration is unchecked. 

Sabahans have always resented the im- 
migrants and blame them for the state’s 
high crime rate, its squatter slums, the re- 
currence of malaria and cholera and over- 
crowded schools and hospitals. 

Since it came to power in 1985, the Parti 
Bersatu Sabah (PBS) government has been 
urging the federal authorities to repatriate 
forcibly the illegal immigrants. A special 
federal-state joint task force was set up in 
April 1989 to monitor the situation. But 
until Mahathir's recent pledge, concrete ac- 
tion was slow in coming. 

Mahathir's hardened stand drew criti- 
cism recently from at least one Filipino sen- 
ator, who also raised the thorny issue of the 
Philippines' 28-year-old claim to timber-rich 
Sabah, arguing that for as long as the ter- 
ritorial claim remained, Malaysia had no 
right to consider Filipinos as illegal aliens. 
The Sabah claim has been the single stick- 
ing point in bilateral relations. 

Meanwhile, about 500 illegal immigrants 
continue to land on Sabah shores each 
month. Some come to work, sending home 
about M$200 million (US$73.4 million) a 
year to support families left behind. Others 
come to join families already here in a con- 
tinuing migratory flow dating back to the 
building of the first outrigger canoe. 

In March, Sabah Deputy Chief Minister 
Datuk Joseph Kurup, told the state legisla- 
tive assembly that the PBS government had 
evidence to show that a Sabah opposition 
party and some officials in the National 





Registration Department were involv 
scheme to register some 60,000 illegal 
grants as citizens. All Malaysian citize 
required to carry blue. identity ca 


ош a permit and to register as v 

The target of his. allegations was th 
United Sabah National - | Organ 
(Usno), a Malay-Muslim-based party 
ruled Sabah from 1967-76 and which is 
today the state's main opposition party. 
Usno has made no bones about wanting to 
oust the PBS, but hotly denied any si su Я 
боп of underhanded tactics. e 

According to Kurup, the plan was te 
send out the registered immigrants to PBS 
strongholds to water down its support 
base. The PBS currently holds 10 pa 
tary seats to Usno's five, and 38 state seats 
to Usno’s nine. With such high politic 





Mahathir hardens deportation stand. 


stakes, any syndicate that produced fake 
identity cards would be guaranteed tre 
mendous returns. | 
Anxieties over immigrant voters are: 
ticularly acute now with state elections di 
by May 1991. If all the immigrants wer 
vote, they would control half of 5а а 
parliamentary seats, state Finance ^ 
Datuk Bernard Dompok said. Th 
tamount to a breach of national | 
ignty, he added. 
The Filipino-Muslim inchignarits 
considered a particular security thre: 
cause of their sympathies towards anc 
some cases, direct links to the Philippi 
Moro National Liberation Front. 
government, a predominantly Ко 
Catholic, ethnic Kadazan party, feels so 
what more uncomfortable with this 
tial armed force in its backyard - 
Muslim-led, Sabah governments. 





















































һе Australian general elections 
“managed to produce more than 


„Жа. harmless fun, with nature in the 
shape of floods intervening to prolong the 
sult interminably — though remarkably 
few people seemed to be cliff-hanging. 
` Both major parties provided comic re- 
| lief, family scandals, knock-about politick- 
| ing and cynical manoeuvres. One of the 
more depressing of these was Andrew 
Peacock's last-minute lunge into the new 
ternational game of Japan-bashing. He in- 
ighed against a joint venture to build a 
“hi-tech City of the Future" (the project has 
been very inelegantly dubbed the Multi- 
function Polis) and will rise somewhere in 
the outback or in Neighbours-style outer 
suburbia. 
. Doubtless some of the Australian suspi- 
_| dons of Japan Inc.’s motives in paying the 
piper for the project are well founded, but 
overall I cannot see how Australia would 
t be the gainer. Even more depressing 
an this Peacock display of political oppor- 
tunism is the analysts' view that it probdbly 
won him votes — from similarly minded 


The pollsters reckon that, on the other 
hand, Bob Hawke lost himself votes by 


publicly than he realised because live 
microphones broadcast the episode. 
Hawke may cry on television screens every 
now and again, but is usually controlled 
and urbane these days. His “Old Grumpy” 
tantrum has been explained by the fact that 
he was in the process of giving up his cigar- 
ioking habit and was suffering with- 
awal symptoms. It all goes to bolster 
e's faith in the democratic process. 
One Australian cartoonist pictured a de- 
sed-looking man watching television, 
with wife telling him to cheer up on the 
grounds that: "Someone's got to win." For 
many Australians, that seemed to be a 
ason for further depression. Those who 
did not vote and the nearly 20% of those 
Фа and voted for minority parties 
med to agree. 











on Peacock's rush of anti-Japan 
was about as sincere and heart-felt 
ле the warm fellow-feelings dem- 
ed by workers at Western Austra- 
tobe River iron ore mine who last year 
fora day off work, with pay. 

ıe mine is largely owned by big Japan- 
rms, and the miners’ union wrote to 
‘We understand the deep sense of 
that will be felt by all ISPs on the 


the normally expected amount of 


publidy losing his temper — even more 


The projects were marketed under the 


Traveller's Tales 


death of His Majesty [Emperor Hirohito] 
and observance of a non-work day by Aus- 
{тайап workers would be an appropriate 
way in which they can demonstrate their 
sympathy and condolence," the union let- 
ter said. The proposal was not accepted. 
The REVIEW files do not reveal whether this 
was countered by a strike. I suspect it was. 


Mind you, Japanese infiltration can be in- 
sidious. In New South Wales, Tom Currie 
bought a tray with a koala bear motif as a 
souvenir for some visiting friends from Sin- 
gapore who had been enchanted by the 
real furry creatures. And lo, the tray had 
been made in Japan, as was the version of 
the little bear's name: 





KE - 3641 
KOARA TRAY 
1 POE 






No. 






MADE IN JAPAN 


Another possible opening for Japanese in- 
vestment was advertised recently in the 
pages of the Weekend Australian and was 
spotted by old mate Derek Nurse. The ad is 
not a hoax; the house of ill repute was actu- 
ally put up for sale in the suburbs of Mel- 


urne: 





"investi in the 
world" S oldest 
profession. - 


Brothel i in Brunswick . 
Lifetime permit. __ 





It really came as no surprise to learn that 
the Qintex Australia group recently an- 
nounced that its 5176 interest in a chain of 
resorts (hotels, marinas, sports complexes 
and other facilities) grouped round Port 
Douglas and the Gold Coast is up for sale. 







name — evidently chosen and approved by | 
a chain of illiterates — of Mirage Resorts. 

A mirage, according to the dictionary is 
an "optical illusion," an "appearance of | 
water in the desert or on hot road" or an "il- 
lusory thing." Marvellous name for some | 
real estate on the Gold Coast. | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
If that name seems a little inappropriate, | 
try some Australian perfumes which have | 
been launched on markets in the region 
and which were trumpeted by the Aussie | 
Overseas Information Service in a weekly | 
hand-out produced by the High Commis- 
sion in Kuala Lumpur. One, made by Pulse | 
Points, was reported as being a uniqu ^ | 
Australian fragrance named “Shei | 
which the manufacturer describes as "an | 
affectionate Australian name for women | 
— which expresses their essential feminin- | 
ity. l'd never thought those who used the | 
word for women were appreciating their | 
essential femininity. | 
Another range of smells was named | 
Oz and was the official fragrance for Aus- 
tralia’s bicentennial celebrations back іп 
1988. The commission's flyer solemnly re- 
ported that Oz for Men is a spray atomiser | 
with the fragrance of soft green rustic | 
notes, lemon, lavender and lime blended | 
with jasmine and rose, enhanced with a | 
high background of warm and woody rus- | 
tic notes of cedar, sandalwood, leather and 
incense with stimulating overtones of 
fresh fruit. | 
When one recalls that the late AIDS vic- 
tim Liberace once successfully sued the 
London Daily Mirror because its columnist | 
Cassandra (Bill O'Oconnor) had descri 
him as fruit-flavoured, meaning that | 
was homosexual, one must wonder how 
this perfume has gone down Down Under 
among all those Crocodile Dundees. 


Alternatively, one could consult an 
unfortunately named group of analysts 
specialising in gaseous substances: 
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TAIWAN 


Artists, talented or not, cash in on Taipei’s boom times 


Art for money’s sake 


By Lincoln Kaye in Taipei 


tocks and convertible debentures 
are not the only types of paper as- 
sets caught up in Taipei's continu- 
ing speculative boom. Ink-brushed 
. landscapes, woodcuts, deep relief intaglio 
| prints on hand-made rag paper — all have 
seen price increases of 400-1,000% in the 
past couple of years. 

The same goes for sculptures, oil paint- 
ings, village grandmothers' untutored vis- 
ionary outpourings in crayon, the spare to- 
. tems of the installation tribe, gritty photos 
of hellish factories. Anything that goes by 
the name of art, can command once-un- 
thinkable prices. 

Boom times have made art a newly re- 
spectable career and given artists unpre- 
cedented creative freedom. A 
few of them have risen to these 
opportunities, producing work 
of world-class finesse and ori- 


ty. 
For all its wealth, Taiwan is 
still more important as a source 
_ than as a market for art, ac- 
cording to Chang Tsong-zung, 
whose Hanart chain of gal- 
leries spans Taipei, Hongkong 
and New York. It is a mistake 
to dismiss “this little island” as 
a cultural backwater of 20 mil- 
lion bumpkins, according to 
| Mary Crawley, an American 
who directs the Taipei Art 
. Guild. Rather, it should be 
seen as the artistic capital of all 
_ China, she insists. 
.. But third-raters also flourish 
alongside the top quality ar- 
tists, and Taipei's nouveaux riches have 
not yet acquired the sophistication to 
tell the difference. That raises the danger 
of a kind of aesthetic Gresham's law, 
with bad art threatening to drive out the 
Bood, according to presidential economic 
adviser Hsueh Chi, whose brother runs a 
leading gallery. To make matters worse, the 
traditional arbiters of taste — museums and 
critical journals — are in a relatively em- 
bryonic state in Taiwan, and hard-pressed 
to keep abreast of the fast-developing art 
scene. 
One way for Taiwan's artists to dis- 
tinguish themselves, in the absence of a 
discriminating local public, might be to 
make their reputations abroad. But, 


Е 


paradoxically, many of them аге prisoners 
of their own financial success. Only in 
the top galleries of the outside world 
could they command prices even close 
to what they routinely receive in Taiwan. 
And top-drawer galleries rarely open 
their doors to internationally unknown 
artists. 

With so many unsophisticated art 
buyers ready to pay top dollar, Taipei has 
become a world-wide magnet for art ped- 
lars. Sotheby's and Christie's have taken to 
running pre-auction showings here. At 
Dimensions Art Centre, a private gallery 
opened less than a year ago by a pineapple 
magnate, one recent exhibition featured an 
estimated NT$800 million (US$30.2 million) 
worth of paintings by the likes of Chagall, 
Dufy, Rouault and Utrillo. Sales at that 





Cheng's private world mets public success. 


show alone totalled nearly NT$100 million, 
according to Lin Tien-min, the gallery's 
general manager. 

A lot of the art moving in Taipei these 
days is far from investment grade, how- 
ever. Whole floors of some of the costliest 
high-rise real estate in the world are de- 
voted to galleries showing diaphanous soft- 
porn nudes, prettified pastoral landscapes 
and hazy still lifes. 

Some of this schlock is imported in job 
lots from the art mills of Europe and the 
US. A lot of it is churned out by assembly- 
line artists on mainland China. But Taiwan 
is perfectly capable of producing — and 
consuming — prodigious amounts of bad 
art entirely on its own. 
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Uptown galleries now display the same 
local hack painters who used to sell 
through road-side picture frame shops or 
souvenir stalls catering to foreign soldiers 
and sailors. Just a few notches up in quality 
are the oil paintings by Taiwanese artists of 
the early 20th century, when the island was 
under Japanese colonial rule. 

Like their Japanese teachers, the early 
Taiwanese painters slavishly imitated 
the style of the French late Impressionists. 
Yet in Taipei, to buy these canvases 
— mere copies of copies — can now с 
up to three times the current Paris р! 
of the French originals from which they 
are derived, gallery owner Hsueh Chang 
reports. 

Living artists, as well as dead ones, are 
cashing in on the current art boom. Over a 
sumptuous luncheon of Can- 
tonese duck, 24-year-old 
sculptor Cheng Ching-tien ad- 
mits “it’s not easy to starve, 
anymore, as an artist.” Host- 
ing the lunch is bicycle man- 
ufacturer Yang Wen-jen, who 
means to commission a statue 
by Cheng for a forthcoming 
trade fair. 

The change in Taiwan’s for- 
tunes has most dramatically af- 
fected the generation of artists 
now entering their 40s, accord- 
ing to Chang Tsong-zung. 
“People who, for years, had to 
rely on their wives to supr 
them are now, suddenly, г 
to sell options and futures con- 
tracts on their output." 

Take the case of Cheng 
Tsai-tung, 40, whose dark oils 
mostly portray himself, his wife, his infant 
son and aged mother in endless ramifica- 
tions. After a one-man show at Hanart 
(Taipei), Cheng has suddenly come into 
millions of dollars worth of contracts, his 
friends report. 

A shy man with a wry sense of humour, 
Cheng listens bemused to Chang’s Freu- 
dian analysis of his canvases (". . . the float- 
ing moon-face of the wife a kind of doppel- 
ganger for Cheng's own self-portrait; the 
disembodied hands a symbolic punish- 
ment for the creative act of masturbation 
. . .“). Cheng demurs, “I never knew I was 
so deep.” 

He still lives with his mainland immi- 
grant mother. He works in the cramped 
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courtyard of her old, low-rise civil service 
bungalow. But nowadays, his atelier at- 
tracts a procession of avid collectors keen to 
snap up his work even before it is done. 

The trouble is, it is never done, at least 
by Cheng’s own lights. He will keep on 
painting the same canvas, over and over 
again, putting it aside for awhile and then 
covering it anew with a whole other image 
like a palimpsest. 

“You've finally got to pry it away from 
him,” Chang says. “I joke with collectors 
that they're actually buying five paintings 
for the price of one. But, seriously, a talent 
like that could face problems coming to 
terms with his own success.” 


heng’s artistic mentor, Yang 
Hsing-sheng, seems to have made 
his with success. His huge, 
distinctive abstract acrylics sell 
like designer fashions. They are even 
advertised on television. Yang's paint- 
' comprise the first exhibit of the Con- 
porary gallery, recently opened by 
notorious stockmarket tycoon Chiu Ming- 
hung. The gallery takes up half the 14th 
floor of a new skyscraper in the business 
heart of Taipei. 

There the paintings hang on austere, 
modular cubicle dividers, just as they might 
in the downtown corporate suites for 
which they are destined. Each has a domin- 
ant, clear-cut colour scheme, suitable for of- 
fice decor. Pastels seem to predominate, 
though a few range off to the darker or 
brighter ends of the spectrum. No titles, 
just serial numbers. 

The tag alongside each canvas also gives 
its area in hau, a postcard- 
sized unit inherited by local 

ies from Japanese colo- 
nial days. Judging from the 
prices quoted, one hau of 
Yang seems to cost about 
NT$3,000, with most paint- 

ranging from 30-120 

The haus add up, evi- 
dently. Yang, 52, has a repu- 
tation as a man-about-town 
and owns several houses as 
well as a studio in the subur- 
ban hills. 

Yang is just one of the es- 
tablished artists to have be- 
come rich from Taiwan's 
current building boom. Of- 
fice blocks, hotels and public 
buildings have been buying 
art on а scale never seen in 
Taiwan before. 

Hsueh Chang's office is strewn with a 
rough-hewn pieces in wood and stone by 
Taiwanese sculptor Chu Ming, an early 
success story. But, when he talks about 
what Chu is up to lately, Hsueh has no 
room-sized objects to point to. Instead, he 
has to break out a snapshot album of 
monumental statues in plazas and parks 
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Young, daring and... 


scattered around the island. 

Thanks to the efforts of Chang Tsong- 
zung, his overseas agent, Chu is starting to 
earn an international reputation as well. 
His work is featured in museums in Hong- 
kong and Japan. 

Museums and international art fairs 

could provide a way, Mary Crawley 
feels, for Taiwan artists 
to escape the financial 
Catch-22 whereby they have 
priced themselves out of 
world art markets. Instead 
of directly broaching the 
top galleries in Paris and 
New York, Taiwan’s young 
talents should aim first for 
exposure in аз many pre- 
stigious venues as they can 
manage. 
Touring exhibitions with 
semi-offical ^ sponsorship 
have already visited Paris 
and the US. A bold show of 
younger, more avant garde 
Taiwanese artists opened in 
Tokyo, where name recog- 
nition counts for less and 
Taipei art prices are not so 
forbidding. 

But a lot more needs to be done in the 
same vein, laments Huang Kuang-nan, di- 
rector of the Taipei Fine Arts Museum. “A 
country like South Korea decides to be a 
power in the art world and they mobilise 
the whole resources of the nation. Art 
schools, museums, government agencies, 
the diplomatic establishment, big corpora- 
tions — everybody gets behind the effort. 
We could use more of the 
same spirit.” 

In its demarche on the 
international art scene, 
Taiwan may lack heavy artil- 
lery, but it has the support 
of a “fifth column” of 
Chinese artists abroad. 
These emigres left the island 
in the bad old days of the 
1950s and early 1960s, when 
economic circumstances 
were too straitened and au- 
thorities too repressive for 
modern art to flourish. 

Now that their reputa- 
tions are established in 
Europe and the US, they 
can now come back to 
widespread acclaim and 
remunerative sales. Huang’s 
museum exhibits them 
often. Some of them currently feature in a 
group show at the prestigious Cheng Pin 
gallery. The styles and techniques these ar- 
tists bring back with them are eagerly ab- 
sorbed by young local artists, as well as the 
art-buying public. 

The emigres represent the first genera- 
tion of post-war Taiwan artists, the 
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... Finding an audience. 


luminaries of such seminal schools as the 
“Fifth Moon” and “Orient” art groups. 
Most of them were mainland refugees who 
fled to Taiwan in the wake of the Chinese 
civil war. 

Unlike their island-born and Japanese- 
schooled contemporaries, they escaped the 
tyranny of the derivative Impressionist 
styles. At the same time, 
their turbulent life experi- 
ence demanded a more con- 
temporary form of expres- 
sion than classical Chinese 
painting could offer. They 
seized upon the abstract 
values of calligraphy and 
pushed the traditional ink- 
brush to its expressionist 
limits. 

Except for printmaker 
Chen Ting-shih, whose 
deafness kept him on 
Taiwan where he now 
reigns (at age 74) as the 

d old man of the avant 
garde, all the other modern 
art pioneers chose to emi- 
grate. But their spirit of 
experimentation remained 
with the next generation. 

Artists like Yang had freer access to for- 
eign books and journals and even the occa- 
sional travelling exhibition. Taiwanese, as 
well as mainlanders, cdimbed onto the 
modern art bandwagon. Artists also began 
to enjoy a certain amount of patronage 
from the nascent expatriate community. 

Since the mid-1980s, when Taiwan's 
"economic miracle” came to full flower, 
expatriates have hardly enjoyed any spec- 
ial edge in purchasing power. But local 
art buyers have more than taken up the 
slack. Artists have grown newly rich 
along with the rest of Taiwan society; 
they can now afford to sojourn abroad, ab- 
sorbing influences at first-hand and speed- 
ing up Taiwan's entry into the artistic 
mainstream. 

As with so many other facets of boom- 
time Taiwan, few locals seem to give much 
thought to how long the good times can 
continue to roll in the art market. Except for 
Hsueh Chi, the dismal scientist. After all, 
he points out, burgeoning art prices are 
only another type of asset inflation just like 
stocks and real estate. 

A little more precarious, perhaps, be- 
cause the art boom generates no lustre of its 
own, reflecting rather the speculative effu- 
lence of the local bourse and property mar- 
ket. On the other hand, art — even bad art 
— has some intrinsic value, unlike other 
paper assets. So when the bubble bursts, as 
Hsueh feels it must eventually, those who 
dabbled in art may wind up better off than 
pure stock or real-estate punters. "At least 
they're using their eyes,” he concludes. 
“And they're bound to be richer persons 
for that." s 


WS.L^wA NIHO 





9st 02 mn 1м ow vw wteoesit 





Rocking the boat 


The Other Hong Kong Report 
edited by T. L. Tsim and Bernard H. K. 
Luk. The Chinese University Press, 
Hongkong. HK$68 (US$8.70). 
Hong Kong: The Challenge of 
Transformation edited by Kathleen 
Cheek-Milby and Miron Mushkat. 
Centre of Asian Studies, University of 
Hongkong. HK$150. 


In the early 1970s a little volume 
called Under the Whitewash appeared 
in Hongkong. Published by the 
fiercely anti-establishment Seventies 
Biweekly, the book offered an alterna- 
tive to the sugar-coated version 
of Hongkong presented in the 
Government Yearbook. Railing at 
Hongkong’s social inequity and 
political suppression, it replaced 
the government's photos of rosy- 
cheeked children and beaming el- 
ders with pictures of child labour, street 
sleepers, reeking slums and police brutal- 
i 


To this reviewer's knowledge, no similar 
challenge to the official version of Hong- 
kong was produced for nearly two бес- 
ades. The appearance of The Other Hong 
Kong Report may well herald a new winter 
of discontent, when people no longer recite 
the tenets of positive non-interventionism 
and the Joint Declaration as the gospels on 
which to base patience with present injus- 
tice and faith in future development. 

Significantly, this more recent expose 
has been produced not by a boat-rocking 
und , but by the very establish- 
ment that previously helped keep the ship 
of state on a steady keel — academics, in- 
dustrialists, civil servants. The overall tone 
of pained disappointment is perhaps as 
characteristic of H s new era as 
anger was of the late 1960s and eyes-closed 
optimism of the late 1970s and early 1980s. 

The report corresponds to the govern- 
ments Hong Kong 1989, which 
covers the year 1988. Produced at the end 
of last year, the report would seem to enjoy 
the advantage of 4 June as a source of per- 
spective. But as former top civil servant 
John Walden points out in his powerful 
contribution on "Implementation of the 
Sino-British Joint Declaration," Britain's 
constant kowtowing to Peking is the real 
key to the disillusionment and consequent 
mass emigration that surfaced long before 
the massacre. 

On the whole, the report provides less 
of a challenge than its 1970s predecessor. 
Some otherwise excellent pieces, such as 
Anthony Ng and Nelson Chow's respec- 
tive chapters on medical and health and so- 





cial welfare, falter when they attempt to 
correspond with the government version in 
prosaic recaps of services offered. The au- 
thors might have done better to recall that 
expert manipulation of facts is a matter of 
form as well as content. The lack of a 
thorough exploration of Hongkong's emi- 
gration and brain drain problems is another 
example of this failing. 

The chapters on education and religion, 
and the one on communications, show the 
fine results of writing by inspiration and 
discarding the red herrings. (But why fail to 
challenge the official claim of a “flourishing 
free press"?) 


Some chapters suffer from a poor choice 
of writers. People coser to the nitty-gritty 
are needed for grass-roots topics such as la- 
bour, housing, transportation and utilities. 
The chosen academics serve this book like 
sheep in wolves clothing. Then 
there is the chapter on the economy, 
which, apart from being very heavy- 
going, contains the too-familiar ad- 
monition to develop Hongkong's 
usefulness to China, rather than of- 
fend its leaders with radical de- 
mands for reform. Apart from the 
increasing dubiety of the "Golden 
Goose" scenario, one is also re- 
minded of a recent statement by 
local activist Szeto Wah: "If it's a 
tiger, it will eat men regardless of 
whether you irritate it." 

Despite its flaws, the report is 
valuable, and this reviewer looks 
forward to future editions. A book 
with less pretension to jolt and in- 
spire, Hong Kong: The Challeng °“ 
Transformation provides a plea 
surprise. Behind an uninviting cover 
and string of academic titles lurk a 
dozen fascinating and largely read- 
able articles on Hongkong's political, legal 
and economic systems. 

While disappointed that the paper on 
local political attitudes is based on a 1985 
survey (attitudes have certainly changed 
greatly since then), this reviewer was only 
truly dissatisfied with one article — that on 
the role of non-government members of 
the Executive and Legislative Councils by 
Senior Exco Member (and former senior 
Legco member) Dame Lydia Dunn. 
Perhaps the best to be said of this paper is 
that it clearly displays most of the qualities 
that have brought Dunn to the pinnacle of 
colonial-establishment favour. ш Ann Yim 
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Easier said than done 


Lost Victory: A Firsthand Account of 
America's Sixteen Year Involvement in 
Vietnam by William Colby with James 
McCargar. Contemporary Books, Chicago. 
LIS$22.95. 


The secret is out at last: the Americans 
won the Vietnam War. William Colby, after 
all, Should know. Between 1960 and 1975 
he rose from CIA station chief in Saigon to 
Director of Central Intelligence, and at 
every step of the conflict he had access to 
highly classified information about what 
was really going on. He has now written a 
memoir, whose essential theme is that by 
1972 the US and its Vietnamese allies in 
Saigon had won the only war which 
counted — the "pacification war" in the 
countryside — only to see the "victory" 
thrown away because Congress refused to 
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provide the margin of support required to 
allow South Vietnamese government forces 
to survive in 1975. 

This thesis is less absurd than might ap- 
pear at first sight. Colby has some impor- 
tant things to say about American and Viet- 
namese civilian programmes during the 
two periods when he himself was stationed 
in Saigon. Regarding the first period (1959- 
62, during the Diem presidency), he be- 
lieves that Diem's counter-insurgency effort 
was going much better than many Ameri- 
cans were led to believe, despite the 
Buddhist revolt of mid-1963; and that there 
was no real reason for the US to support a 
military coup in order to remove the regime 
in 1963. 

In relation to the later period (1968-71), 
following the setbacks suffered by the com- 
munist side during the Tet Offensive of 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. —Á 
We made this watch for .- Bie 
you -to be part of your ME X 
life — simply because this 
. the way weve always 
made watches. 

And if we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well 

A Patek Philippe - 
because it's for a lifetime. 
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Country | amonte | Gmonthe | year 
Bangladesh 05559 00 
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(| Restot Asia USS89,00 
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1968, he insists that a great deal of progress 
was made towards bringing the coun- 
tryside back under effective government 
control by rooting out the "Viet Cong in- 
frastructure" and winning over peasants to 
a more enlightened rural strategy. 

It is this section of his book which de- 
serves to be taken seriously. There is some 
justice in Colby's assertion that too much 


| American writing on the war has concen- 


trated on the period 1963-68, and has then 
accepted the "established image of Ameri- 
can failure" which even at the time made 
the later years seem an anti-climax, with 
the final collapse of 1975 coming as a 
foregone condusion. Tm 
Colby's interpretation, however, has 
one serious flaw. Like many СА men he 
exhibits profound antipathy towards the 
Pentagon and all its works. In his relatively 
sketchy coverage of the years 1964-67 he 
sees only catastrophe and destruction aris- 
ing from the "big unit" involvement of the 
US Army and Marines in South Vietnam; 
and he is equally scathing about the air 
war. He may well be right in his assess- 
ment of the overthrow of Diem as Wash- 
ington's greatest mistake in Vietnam — 






i.c "#2 





+ = E SS > mde. 
ba 1*5 m Lo. Н = 


leading inexorably to the chaos of 1964-65. 
The fact remains, nevertheless, that the 
communist side saw that chaos as an op- 
portunity to expand its own armed struggle 
and to launch a succession of offensives 
which could only have been defeated by 

Whatever the evils stemming from the 
massive use of American fire-power, there 
can be no doubt that without such inter- 
vention there would never have been a sec- 
ond chance for Colby's type of civilian 
pacification effort; none of his favourite 
programmes would have made any pro- 
gress at all. In the actual circumstances 
which allowed the fall of Diem, such 
methods could never have succeeded if 
they had been merely a substitute for the 
big unit war. 

It must remain a matter of uncertain- 
ty, until more research has been done, 
whether the final communist offensive in 
1975 could have been decisively defeated if 
the US had offered limited additional ғ ~ 
port. Perhaps at that point, ironically, 
best way of securing international stabinty 
in the rest of the Asian region was precisely 
to allow South Vietnam to fall, and along 









Man against nature 





Environment and Culture in Thailand 
edited by Michael Shari. Siam Society, Bangkok. 
US$13. 


In his birthday message to the nation 
last December, King Bhumibol warned of 
the potential “desertification” of Thailand if 
the ill-considered stripping of natural re- 
sources were not halted. Rainforests are 
disappearing at an alarming rate, rivers are 
polluted by industrial effluvia, pesticides 
are poisoning the fish, and water is being 
tapped for farming and industrial use at 
such a rate that there is talk of diverting a 
major northeastern river to augment the 
flow of the Chao Phya. 

To address these problems, a group of 
concerned scholars organised a symposium 
in 1987 under the auspices of the prestigi- 
ous Siam Society. Two questions were con- 
sidered: why was the destruction taking 
place and were there cultural attitudes to- 
wards nature that militated against a seri- 
ous attempt at a solution? 

The papers in the compendium under 
review, running from supremely enlighten- 
ing to obfuscating, have been grouped ac- 
cording to topic: geological determinants, 
historic precedents, insights from Thai liter- 
ature and art, traditional methods of 
exploiting natural resources, settlement 
patterns, and social and political structures. 

In one of the most interesting papers, 
“Nature in the Service of Literature,” 
Chamnongsri Lamsam Rutnin notes that 
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there are no words for “nature” and 
“natural environment" in the Thai lan- 
guage. Nature is subordinated to man's 
needs and perceptions and "the beauty of 
the ‘natural’ is not infrequently admired for 
its man-made order and intricacy.” She also 
notes that in literature “it is a Thai tradition 
to improve upon nature with craft. Admira- 
tion of craftsmanship overshadows that of 
nature.” Vegetables carved in the shape of 
flowers is but one example of this. In a later 
discussion, Srisakra Vallibhotama notes 
that the word pa, normally translate 
“jungle” or “forest,” really means “so 
thing that is not well ordered.” 

Yenchai Laohavanich in “A Thai 
Buddhist View of Nature" writes that "in 
Buddhism, the highest form of life is 
human life." It follows that if one regards 
animals as imperfect versions of ourselves 
(or as flawed humans who had erred in 
past lifetimes), it is difficult to claim kinship 
with them and work to save them. 

The rate of destruction has accelerated 
as the city has reached out to the coun- 
tryside and instilled its values through tele- 
vision. Perhaps the most revealing paper 
detailing the changes in the countryside is 
that presented by Michael Moerman and 
Patricia L. Miller. Since 1959, Moerman has 
been studying the northern village of Ban 
Ping. He quietly lets the facts speak for 
themselves by describing Ban Ping 30 years 
ago and now. He relates simple data like 
the number of festivals celebrated then and 
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with it Cambodia and Laos. What mattered 
at that juncture, at least as much as the 


mood of Congress, was probably the recog- | 


nition by the major powers (the US, China 


and the Soviet Union) that such an out- 


come was inevitable. 

Colby has nothing to say about this 
wider international dimension, which was 
ultimately all-important in the shaping of 





each stage of the war. Nor, more surpris- | 


ingly, does he have much to say about the 
actual decision-making of Hanoi. He refers 
frequently to the "communist enemy" and 
its “strategy” in abstract terms, but only 





very occasionally to actual people and de- | 
bates. 


On the one occasion when he mentions 
Le Duan, in relation to his supposed secret 
trip to the South in 1958, he tells us that he 


was a “northerner born in the port city of | 
Haiphong” — which the CIA may have be- | 
lieved at the time but which has long since | 


been recognised as a mistake. A small 
‘at, but a reminder that participants in a 
flict, writing their authentic memoirs, 
are likely to be reliable only so far as their 
personal experience extends. Colby is no 
exception. п Ralph Smith 





now (sharply reduced), the disappearance | 


of the forests and grasslands, changing 
land ownership patterns, how rice seed is 
obtained, family size, childrens’ aspirations 








and occupations, and the number of stran- 


gers living in the village. 


Many of the changes are for the better | 


but the overall picture that emerges is that 
of cataclysmic transformation from a vil- 
lage-based to a city-based focus, a loss of 
local autonomy and a dependency on dis- 
tant powers to solve problems. What is 
clear is that not only can this process not be 
halted, it may be on a crash course as land 
and resource are depleted and as urban 
areas begin to collapse under the weight of 

rant populations. 

| point made frequently throughout the 
discussions is that while villagers under- 
stand the need for conservation, city people 
do not and it is they who are perpetrating a 
major portion of the damage. City dwellers 
essentially fear the jungle, want to tame it, 
want to transform it into a cityscape. Any- 
one who has spent time with city Thais vis- 
iting the countryside has seen this: radios 
blaring in the middle of the jungle; resorts 
carved out of forests, dotted with concrete 
chalets and then planted with hedges, 
flower gardens and neatly trimmed lawns. 
Seldom is nature appreciated in the raw. 

At the same time the symposium shows 
little appreciation of the economic pressures 
on rural people. For example, while com- 
mercial loggers are blamed for forest de- 
struction, only one author mentions the 





huge amount of woodland being cut for | 


fuel. Can villagers be told they must eat 
their rice uncooked? в Steve van Beek 
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INVESTMENT 


Manila officials split over financing package for Taiwanese project 


A chemical reaction 


By Rigoberto Tiglao in Manila 


n already delayed petrochemical 
A complex in the Philippines, billed 

as the country’s biggest foreign in- 

vestment, is running into further 
trouble because of what critics view as an 
absurdly generous government-backed 
financing The arrangement, 
which would result in Taiwanese investors 
controlling the US$370 million plant after 
paying just US$85 million, has opened 
a rift between economic nationalists and 
President Corazon Aquino’s closest advis- 
ers. The dispute has developed over 


К just how far Manila will go, and how 


much it will pay, to secure foreign invest- 
ment. 

The petrochemical project, which was 

by Taiwan based USI Far East 

(USIFE), has already been delayed for nearly 

a year following a controversy which em- 

barrassingly revealed how provincial peliti- 

cians could biodk a strategic industrial pro- 

through d and litigious in- 

sistence that the plant should be sited in 


dence. Alson Lee, its Manila representative 
told the REVIEW: “In spite of the [failed] 
coup, we're pushing ahead." 

Given the way the US$370 million pro- 
ject will be financed, Lee can afford his op- 
timism. Close examination by the REVIEW of 
the US$370m project costs shows that 
USIFE’s actual disbursement will be far 
below the figure Manila claims. Further- 
more, USIFE will be allowed to use two Cen- 
tral Bank facilities to multiply its actual in- 
vestments and minimise its foreign-ex- 
change risks. 

The unique aspects of the project's 
financing could delay its implementation 
further, with opposition from government 
officials who feel that the open-arms policy 
towards foreign firms of the Aquino gov- 
ernment may, in this case, have gone too 
far. In particular, objections may be voiced 
that local financing as well as multilateral 
aid is being used for a strategic project that 
will be primarily controlled by a foreign 
firm 


The petrochemical plant controversy, 
REVIEW sources say, could even develop 





their constituency (REVIEW, 17 Aug. '89). 


. Project costs have since escalated from a 
| 1988 estimate of US$220 million to the pre- 


sent forecast of US$370 million, forcing 
Taiwan's China General Plastics to pull out 


. of the project in October 1989. 


However, Taiwan's USIFE, which is to 
provide 60% of the project's initial US$167 
million in equity, continues to exude confi- 


E à 
Te 


into a battle between what local news- 
papers have called the “Council of Trent” 
— the group of business leaders and gov- 
ernment officials with close ties to Catholic 
institutions believed to be the most power- 


ful faction in the Aquino Government — 
and the nationalist faction whose influence 
has waned since former executive secretary 
Joker Arroyo was dismissed in 1987. 
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Board of Investments (BOI) vice-chair- 
man Tomas Alcantara, a major backer of 
the project, told the REVIEW that Philippine 
National Bank (PNB) chairman Arroyo had 
written to Aquino objecting strongly to 
major aspects of the project. Manuel Es- 
trella, president of the state-owned Philip- 
pine National Oil Co. (PNOC) whose chair- 
man is also Arroyo, has openly criticised 
the project, which he claims will create a 
"foreign-controlled monopoly." 

REVIEW sources, on the other hand, 
daimed that Cesar Buenaventura, d ' 
man of the Philipinas Shell Petroleum 
and viewed in Manila as one of the influen- 
tial members of the "Council of Trent," 
is said to be a strong proponent of the 
project. 

The crux of the controversy is that the 
petrochemical plant — destined to be 
the country's sole producer of polyethylene 
and polypropylene — will be controlled by 
USIFE, while it will be paid for mainly 
through funding by multilateral institutions 
and local loans. 

Figures on the plant's financing struc- 
ture differ according to who is asked. The 
REVIEW has managed to piece together de- 
tails, on information provided by Luzon 
Petrochemical Corp. (LPC, USIFE’s local ve- 
hicle), the BOI, Luzon Petrochemical's finan- 
cial adviser Exchange Capital Corp., and by 
local banks approched by LPC. The recon- 
struction shows: 
> Net foreign-exchange inflow, according 
to Central Bank projections, amount 
only US$11 million — despite which the 
has touted it as being worth US$370 mil- 
lion. The justification for the project is that 
over 10 years it will substitute for US$1.5 
billion of imports. 

Р Of the plants US$370 million, fully 
US$251.8 million, or 69%, will come from 
loans and equity from multilateral institu- 
tions (notably US$90m from the Interna- 
tional Finance Corp. and the Asian Deve- 
lopment Bank) as well as local investors 
and banks. Ironically, the World Bank has 
long claimed that the Philippines should 
not build a petrochemicals plant because of 
the vast sums of foreign exchange it would 
cost. 

P USIFE's equity investments will amount 
to US$115 million, or 31?6 of the total pro- 
ject cost, over three years. Actual cash in- 
vestments of USIFE, however, will amount 
to US$85 million at most. 

Critics are focusing on two aspects of 
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the financing, one of which partly explains 
how USIFE has managed to make US$85 
million in cash paid out appear as US$115 
million in financing. 

First, USIFE subsidiary LPC was awarded 
by the Central Bank, under Monetary 
Board resolution No. 963 dated 28 October 
1988, authority to avail itself of the pre- 

^y frozen debt-to-equity scheme. LPC 

one of the last firms to be allowed to 
use che scheme, and industry sources claim 
that as early as June 1988, the Central Bank 
was refusing applications for debt-to-equity 
swaps. Under the scheme, USIFE will pay 
approximately US$15 million for Philippine 
debt-paper with a face value of US$30 mil- 
lion. It surrenders the debt papers to the 
Central Bank, which will pay LPC the peso 
equivalent of US$30 million for them. This 
US$30 million will count towards USIFE's 

equity investments in LIC. 
In addition, the Central Bank has 


so-called relending facility a facility 
granted only rarely by the Central Bank. 
Permission to use this mechanism is 
granted in the same Monetary Board resol- 
ution that authorised use of the debt-to- 
equity scheme. The price for permission 
was that USIFE makes a US$10 million 
"new money infusion" into the Central 
Bank account. 


nder the relending facility, PNB 

International Finance will buy 

US$60 million worth of Philippine 

trade credits at the approximately 

2096 discount at which they trade on world 

markets. It surrenders the credit schedules 

to the Central Bank, which in return re- 

leases US$60 million in cash to LPC, with 
which it imports the equipment. 

But LPC pays PNB and the other firms 

which bought the trade credits not in dol- 

lars but in pesos — an unusual arrange- 





The Aquino and Arroyo dispute follows faction lines. 


waived its usual 40% transaction fee, on 
condition that USIFE remits a further US$15 
million to the country. This, too, will count 
as equity. 

Second, the major component of the 
project — the import of the equipment — 
will be financed not by the Taiwanese, 
but by local firms, with the PNB itself raising 
the US$60 million of foreign-exchange 
needed. This would be done under the 
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ment given the country's foreign-exchange 
shortage. Furthermore, LPC will not need to 
dip into its equity for the pesos — a syndi- 
cated peso loan worth US$60 million is to 
be arranged by local banks, including PNB. 
PNB and the local banks are not complain- 
ing, though: PNB alone has estimated that it 
stands to generate an income of P100 mil- 
lion from the scheme, a sum equal to half 
its net profits in 1989. 


FAR EASTERN ECONOMIC REVIEW 


Some aspects of the financing remain 
vague. USIFE's total equity through the debt- 


to-equity swap and the relending facility 
amounts to US$55 million — US$60 millior 
less than the US$115 million originally 
claimed as equity by USIFE. LPC president 
Also Lee claimed that this amount will Бе. 
remitted to the country to fund its other 
cash requirement, while BOI vice-chairman. 
Alcantara provided additional detail in that 
LPC would have to purchase power- 
generating equipment (not induded- in 
the original project study) worth US40 
million. 
A loan document of a local bank ex- 
plaining LPC's financing scheme, however, 
reported that an additional US$15 million __ 
would be generated by interest income _ 
{тога USIFE's dollar placements abroad. This 
US$15 million in interest income over three 
years will apparently be generated by put- 
ting USIFE’s US$45 million in dollar accounts __ 
abroad. UE 
Bors Alcantara, however, stresses that ues 
the petrochemical projects long-term im- _ 
pact must be remembered, and he points _ 
out that the BOI has that LPC іп- 
creases Filipino equity holding to 30% after — 
the first five years of operations. “We're not 
closing the opportunity for others" he _ 
points out. “And if any Filipin 















o firm сап set . 
up a similar scheme, they should do it,” Һе _ 
said. К 
What would bog down the project at 
this point is a PNB decision to back out Of 
the relending facility and loan syndication, 
though other local banks would be eager to. 
take PNB’s place in the lucrative scheme, if 
they can raise the necessary foreign ex- 
change. | 

USIFE, however, will not find it difficu 
to rally political support for the project. T 
so-called “Council of Trent" is, after al 
probably the most powerful bloc in gover | 
ment, allegedly counting as members bot 
the new Central Bank governor Jose Cuisia 
and Finance Secretary Jese Estanislao. In 
the Congress, ruling party Lakas ng 
mokratikong Pilipino bigwig and Batangas 
representaive Hernando Perez could be- an 
ally: he recently became chairman of 
Belle Resources Corp., a listed firm. whic 1 
owns land near LPC's planned site in Batan- 
gas. 
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Golf course development fuels real-estate boom 


Thais join the club 


By Paul Handley in Bangkok 


ast year it was residential con- 

dominiums, this year golf courses 

are feeding Thailand’s real-estate 
frenzy. Thailand already has more than 50 
of them, and at least another 50-60 are on 
the way. Bangkok Bank estimates that 100 
new courses could be opened in the next 
five years. The boom comes complete with 
a nascent secondary market in golf dub 
membershi 


ps. 

The growing Thai middle class and an 
increasing number of foreign resident and 
tourist golfers, mostly Japanese, have fuel- 
led the demand for courses. An estimated 
300,000 Thais enjoy a round of golf. 

But there are serious doubts about 
whether the country can absorb so many 
new courses over the next few years. While 
enthusiasts point out that Japan can sup- 
port several thousand courses, they ignore 


. the vast difference in average income levels 


between the two countries — for Thailand, 
the average income is barely more than 
US$1,100 a year, and most of the wealth is 
concentrated in Bangkok. 

The Bank of Thailand (BOT, the central 
bank) singled out golf course development 
as a misallocation of financial resources 
when it recently pushed up interest rate 
ceilings (REVIEW, 29 Mar.). The sector is, ac- 
cording to a BOT official, highly leveraged. 
So far BOT's efforts have not visibly damp- 
ened the tion. On a rough esti- 


. mate of land and development costs, up to 


US$1 billion could be flowing into the golf- 
ing business. 

The BOT is not the only critic of the golf 
course boom. There are about half a million 
landless families in Thailand, and some 
700,000 who own less than 0.8 of a ha. 


. Many of these farmers scratch out a meagre 


living on barely tillable land in the arid 
northeast. Yet most of the golf courses 
around k and the eastern seaboard 
are being carved out of good agricultural 
land. An 18-hole course will spread over 80 
ha on average, and the surrounding hous- 
ing and other facilities will at least double 


.. the total. Golf course development over the 
. next few years will take about 10,000 ha of 


` presumably fertile land. 


Other critics say that golf courses near 


. Pattaya continue to lavish water on their 


greens and fairways when the whole 
eastern seaboard region, including farms, 
homes and hotels, is suffering from a se- 
vere water shortage. Water shortages are 
also growing on Phuket Island and in the 


Cha-anVHua Hin coastal area — two other 
hot spots for course development. "In 20 
years' time golf courses might be the only 
green areas in the country," says one cyni- 
cal foreign golfer. 

The critics, however, have drawn a 
fierce backlash. Bangkok Bank senior vice- 
president Sathit Uthaisri accuses BOT of 
being "socialis" and hampering an em- 
ployment-generating business. А golf 
course employs up to 700 unskilled work- 
ers, providing poor farmers with a better 
living than tilling the land. 

According to a bank study, Sathit said 
the country could support up to 150 new 
courses in the next five years. And anyway, 


It’s better than farming. 


"if one or two go bust, so what? Let the 
market take care of it." Sathit points out 
that golf courses have to build their own 
reservoirs because government water sup- 
plies are not dependable. 

The golf course itself usually forms the 
core of a lucrative real-estate development. 
The developer sells plots of 1 rai (0.16 of a 
ha) bordering the course, on which hous- 
ing can be built. Aside from the land-pur- 
chase price, one developer put the average 
cost of building a course, including man- 
agement, advertising, design and construc- 
tion, at over Baht 200 million (US$7.64 mil- 
lion). On top of that comes the cost of pro- 
viding infrastructure and utilities to the plot 
buyers, most of whom will finance and 
contract to build their houses themselves. 
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At an entirely pre-sold 27-hole course 
situated 20 km southeast of Bangkok, 700 
plots were sold for Baht 4-7 million each, 
with lifetime membership of the club thrown 
in. A slightly larger number of separate 
memberships were sold at more than Baht 
450,000 each. These revenues covered 
most, if not all, the developer's costs. 

The membership market is growing. A 
prominent foreign stockbroker says his firm 
easily placed abroad 100 memberships at 
the Eastern Star development 200 km south 
of Bangkok, including 30 to a single Swiss- 
based investor. But locally, BOT has 
damped down on brokerages trying to un- 
derwrite memberships. 

To sell a course takes a good name and 
good connections. The most successful are 
Green Valley projects — pushed hard by 
Bangkok Bank executive chairman Am- 
nuay Virawan, among others. Lakewood 
Country Club — like Green Valley, within 
20 km of Bangkok — is supported by 
former police chief Pow Sarasin, Thai Ferm- 
ers Bank executives, the Mitsui group 
well-known developer Trisoyudh Оеуакш. 

Eastern Star, a consortium of major fi- 
nance and developing names, is building 
the immense new city Ban Chang near Sat- 
tahip on the south end of the eastern sea- 
board where there is a lot of medium and 
heavy industry under development. The 
group, with links to industrial group Saha 
Union and respected developer Star Block, 
already has two courses under develop- 
ment and envisages a total of 10 eventually. 

The focus of the d t is the 
stretch running down from Bangkok across 
the eastern seaboard. But courses — or at 
least development plans — are springing 
up in all corners of the country, with even 
а course proposed to span the border into 
Laos and Cambodia at the meeting of the 
three countries in Thailand's Ubon Rat- 
chathani province. Plot and membership 
buyers are not all planning to build houses 
along the fairways. One major devel 
estimates only 40% of his buyers defir 
plan to build, 20% are speculators and the 
other 40% are undecided. 

He also says many membership buyers 
are speculators, buying memberships in 
three or four clubs. These are worth Baht 
200-700,000. The developer, if he bought 
his land relatively cheaply, can make off 
with a good bit of money. 

However, not all projects are successful. 
According to one developer, people are 
beginning to worry about putting their 
money into something that may never get 
developed. While the prime courses, which 
attract the top politicians and businessmen, 
tend to be fully booked, demand for tee 
times is not such that every course has a 
full book on Saturdays and Sundays. One 
highly touted course north of Bangkok is 
suffering from lack of patronage after one 
partner was forced to pull out following a 
battle for management control. - 


12 APRIL 1990 





AVIATION 


Hongkong airlines unveil expansion plans 





By Michael Westlake in Hongkong 


ll three of Hongkong’s airlines are 
gearing up for major expansion in 
the next few years, though some of 
the airlines’ moves have been over- 
shadowed by the announcement of a re- 

cord 1989 profit by Cathay Pacific Airways. 
Cathay, the largest of the three carriers, 
posted a 17.6% profit gain from a year ear- 
lier to HK$3.32 billion (US$425.7 million). It 
has also forward-sold and leased back those 
of its fleet of 17 Lockheed L1011 TriStars not 
already on lease and acquired an 18th Tri- 
. The entire fleet will be replaced from 
5 by new Airbus A330s, of which 10 are 

on firm order and 14 on option. 

Almost unnoticed in the Cathay 
announcement was confirmation of 


400 ultra-long-range aircraft. This 
takes Cathay’s total firm orders for 
this of aircraft to 14, with 
another 19 still on option. One of 
these option orders is to be con- 
verted into a firm order by the end 
of this month. 
Cathay's total potential commit- 
ment to new 747-400s is 33 at pre- 
sent, plus another to be leased from 
1992. The carrier is now operating 
three of these, plus another leased 
until year-end from Air New Zea- 





Something in the air 


land. It is also flying 16 747-200s and 747- 
300s and has one more 747-200 freighter on 
order. 

Hongkong’s second airline, Hongkong 
Dragon Airlines, in which Cathay and 
majority shareholder Swire Pacific have a 
combined 35% stake, is to expand by leas- 
ing aircraft from Cathay for Hongkong-Pe- 
king and Hongkong-Shanghai routes. The 
routes were switched to Dragonair from 
Cathay at recent Sino-British-Hongkong 
aviation talks, and from 1 April to 30 June 
will be flown by leased Cathay aircraft and 
crew. But from 1 July, Cathay's 18th TriStar 
will operate the routes in Dragonair's col- 
ours and with Dragonair cabin staff. In ad- 





Four more 747-400s on the way. 


dition, weekly flights to both destinations 
will increase to five from four. 

Dragonairs four smaller 737-200s will 
continue to operate the carriers other 
routes, of which five destinations in China 
have now been converted to scheduled 
from charter services. 

Hongkong's smallest airline, all-cargo 
Air Hongkong, 50%-owned by Macau 
gambling and tourism magnate Stanley 
Ho, is planning to add to its three 707s in 
the next three years by leasing three 747- 
200s and six Douglas DC8-71s. The carrier 
is planning to convert the passenger 747s 
into freighters and wants the first aircraft to 
be in service by the end of this year, with 
the second to follow next year and the third 
in 1992. 

The DCS leases are being negotiated 
with Ireland-based GPA and involve 
former United Airlines passenger aircraft 
that wil have to be converted into 
freighters. The first two aircraft should ar- 
rive in Hongkong this year, with the re- 
mainder arriving in late 1991 and early 
1992. 

Air Hongkong currently flies one 
scheduled service between Hong- 
kong and Manchester and several 
charter services. The carrier hopes to 
receive designation soon from va- 
rious governments to operate sche- 
duled flights for which it already has 
17 licences from the Hongkong Gov- 
ernment. It expects to be able to im- 
plement at least 11 more of these li- 
cences by the end of next year. 

The airline was reluctant to go 
into detail about these new licences, 
but a spokesman says an announce- 
ment should be made within the 
next few weeks. + 
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Red letter days 


While the opening up of Eastern Europe is being tipped as of- 
fering huge economic opportunities for investment and low- 
cost manufacturing, it is already iding a bonanza for the air- 
courier business from parts of Asia. Hongkong-based market- 
leader DHL, for instance, says shipments to eight countries in 
Eastern Europe and Mongolia from in the first quar- 
ter of this year increased 400% from a year earlier for documents 
and 600% for small packages up to 30 kg in weight. 

And TNT Skypak, ranking second in Hongkong market 
share but far larger than most Asian-based competitors in the 
East market, says shipments to Eastern Europe, 
excluding East Germany, from Hongkong in the first quarter 
rose 64% from the fourth quarter of 1989, while shipments from 

ingapore to the same region climbed 46.6%. 
TNT says published surveys showed an increase in Hong- 
to Eastern Europe of more than 10% a year, while 
TNT's East European shipments rose by more than 20% in 1989. 
The other major courier companies, Federal Express and United 


Parcel Service, say they are enjoying “significant increases” in 
East European traffic. 

A detailed breakdown of TNT's first-quarter figures showed 
its biggest increases in shipments to Eastern Europe as being to 
Bulgaria from Singapore, at 300%, and to Yugoslavia from 
Hongkong, at 160%. 

TNT general sales manager Adrian Hall says revenue had not 
increased at the same rate as shi because the majority of 
the growth had come from documents, for which the dollar 
value per consignment is less than that for parcels. But he says 
this indicates future growth in trade because documents are for- 
warded before growth in parcel trade occurs. Also, the fact that 
facsimile machines are not commonplace in Eastern Europe 
leaves courier companies as the best solution for speed and re- 
liability in sending inquiries and samples of goods. 

Hall says the first-quarter figures indicated keen interest 
in Eastern Europe by Hongkong and Si sea and 
airfreight forwarders, who accounted for about 31% of 

ipments. Printing and publishing companies had 21% of 
shipments, followed by garment and electrical manufacturers 
with more than 10% each. Hall also says finance and advertising 
companies, with 10% and 5% respectively, further underscore 


growth prospects. = Michael Westlake 
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Jonathan Friedland in Hongkong | 


ongkong's Indian traders are mas- 
ters of the nook and cranny. Where- 
3 ver a рар exists globally between 
buyer and seller, they find it and fill it, 
exacting a fee in return. Often they go 



















































| Where no other traders will where 
_ gratuities must be paid, where credit sec- 
urity is non-existent, and where the size of 


ikh, makes his living selling black tea from 
Anhui province in China to buyers in Af- 
ghanistan. K. Sital, political impresario of 
the local Indian community, does a robust 
_ business selling watches and other items to 
n the past 20 years, Hongkong’s Indian 
community has parlayed its fearlessness 
1 flexibility into big business. The 400 or 
$o Indian trading firms now account for 
n estimated 10% of Hongkong/s anrfual 
. US$75.8 billion in exports. They are major 
_ purveyors of Chinese and Southeast Asian 
nufactured goods to the rest of the 
d, specialising in garments, cheap elec- 
nics and sundries such as toys. 
. Some firms have evolved out of the 
risky business of Third World trade to carve 
ut a niche in the highly competitive, 
ta-driven business of exporting to the 
and EC. Most, however, still see their 
iparative advantage in selling to the 
Idle East, Africa and Latin America, 
ere Indian, Jewish and Lebanese impor- 
do most of the buying. 
Indian firms in Hongkong generally re- 
n tightly held family businesses that do 
disclose financial information. But, it is 
r — despite their often tawdry offices — 
at the community has done well commer- 
ally. A rare glimpse of just how well came 
n publicity-shy textile manufacturer 
1 Parsram died earlier this year. Largely 



















raders of a lost art 


Indian businessmen have thrived in 
Hongkong because it is a nexus of world 
trade. Communication is easy and cheap 
goods are plentiful. Trade finance is easily 
available, taxes are low and red tape 
modest. The colony is a mecca for those 
with great ambition and little cash. The 
Indian community is full of Horatio Alger 
stories. 

"Hongkong has been very good to us," 
says Ishwar Sani, a gravel-voiced Sindhi 
businessman who sells garments to J. C. 
Penney and other US chain stores. "It has 
suited the needs of the Indian community 
perfectly. We have great affection for the 

lace." 
i The remarkable success of the mainly 
Sindhi trading community could be a short- 


ad i ^. 
L^ 
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lived phenomenon. The vast majority of 
Hongkong Indians arrived in the 1950s, 
after China became communist and India 
was partitioned. And while all say they 
would like to stay in the territory after it re- 
verts to Chinese rule in 1997, those who 
can afford to do so are hedging their bets. 

If the laissez-faire environment were to 
change radically after the Chinese takeover, 
many Indian families would be out of 
Hongkong like a shot; some to Singapore, 
others to Bangkok, and as many who could 
to Canada and the US. Few Indian busi- 
nessmen have major fixed assets in the ter- 
ritory and many of those holding British 
Dependent Territory Citizenship (BDTC) 
passports are wealthy enough to qualify for 
any number of immigrant investment 
schemes. Meanwhile, Indian community 
leaders are also pressing London for full 








4,518 “ethnic Indians" have BDTC status. 
Of the total, perhaps 50% are Sindhis 
who arrived in the post-war era. Sikhs, 
who number about 2,000, are the next 
largest group. Few are engaged in busi- 
ness. 

The remainder of the Indian community 
is broken down among Parsis, who came 
alongside the British from Canton in the 
mid-1800s, Gujaratis and Tamils, who con- 
trol the diamond trade between India and _ 
Hongkong, and smaller clans, such as the 
Marwaris, who fled from Burma in the 
early 1960s. While Parsi families such as the 
Ruttonjees and Modys were once Hong- 
kong’s dominant Indian businessmen, their - 
influence has waned in recent years as a re- 
sult of diminishing numbers. 

Indian passport holders could always 
retum home and those with ВОТС status 
have maintained family ties with t€ ~ 
homeland, but few businessmen see Ir 
as an ideal refuge. Their lack of enthusiasm 
for India is reflected in investment patterns; 
those who have generated sufficient capital _ 
to invest in production facilities are doing 
so in Southeast Asia. 

"Some savings go back to India, to high- 
yield non-resident Indian [NRI] deposit ac- 
counts and into the stockmarket. But there 
is no major investment," says D. K. Patel of 
the Hongkong and Shanghai Bank. Those 
that leave Hongkong, he adds, are looking 
to make their careers not in India but in 
North America. 


D ue largely to the nature of their 





business, the Hongkong Indian 

community remains highly liquid. 
The banks they favour, Hongkong Bank, 
Banque Nationale de Paris, Citicorp and 
ABN Bank, generally place their money in 
Euromarket accounts. Ties to the State 
Bank of India and Bank of India rev 
around family remittances and NRI -~ _ 
posits. Despite some notable exceptions 
such as the now-bankrupt Murjani Corp., 
which made a well-publicised splash in the 
1970s with its Gloria Vanderbilt jeans, most 
Indian businessmen eschew heavy borrow- 


tive in expanding their equity base. A 
handful of Indian firms went public in the. 
late 1970s, but most abandoned their Ней 
vehicles during the 1982-84 stockmarket . 
trough and failed to re-list when the bourse _ 

began its bull run. This conservatism, ad- 
mits Hari Harilela, dean of the Indian busi- 
ness community and part or whole owner - 
of six hotels, meant that many firms missed 
the opportunity to expand. S a 


ty to 
































The traders buy raw materials for garment 
-or electronics assemblers and then guaran- 
tee the purchase of the finished product for 


Indian businessmen say these financing 
schemes allow them greater flexibility. 
They also admit that managing factories is 
not their forte. "It's hard to run a factory 
and a trading operation at the same time,” 
says a Sindhi businessman. “It’s better to 
do one or the other and be good at it.” 
Some Indian businessmen learned this the 
hard way, having failed at efforts to manu- 
facture transistors in Hongkong during the 
1960s and early 1970s. 

Instead, the Indian traders have invest- 
ed in substantial trading networks. The 
Dayaram family’s H. Daya International 
' for instance, maintains purchasing of- 
: — in Manila, Bangkok, Taipei and Jakarta. 
Others, such as Sonex, maintain sales of- 
fices in North America, Saudi Arabia and 
Panama. These offices are mainly modest 
affairs, staffed by family members. 

Despite their overall success, Indian 

: traders have suffered a series of costly set- 
“backs in recent years. None has been as 
. serious as their dealings with the Nigerian 
- Government which, in the early 1980s, 
ted fc 1 eign-exchange payments to sun- 
y. debtors, among them 50 or so Hong- 
nj Indian. trading firms. They were left 
promissory notes totalling more than 











— Nigeria disp uted the legitimacy of many 
| o ic node. claiming that foreign traders 
-had double invoiced goods as a hedge 
-against a sudden depreciation in the value 
a of the Nigerian currency. In 1988 a repay- 
© ment schedule stretched over 20 years was 
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is ong Hongkong à Indian. 


di ic, t, mid-range watches. Family - 
sted firr , one a Singapore hotel 
waris ori ina ly from Rajasthan. 
«compa: ugh fa amily f rm Business Traders, 
llectively post a turnover of 098100 million. In addition 
|. to Hongkong-basec Hind Corp., Hind Hotels in Singapore and 
.. Shalin ban Paints i in India, the family has a stake in an Indonesian 
. palm oil plantation and in an edible oil factory in the US. It is 
zs also looking. at possible hotel investments in India, according to 
E. Hind Corp. managing director Surya Jhunjhnuwala. 
21е J hunjhnuwalas began their business forays outside 
Ue India in pre-war Rangoon where they established textile fac- 
|. tories. As the business environment became more difficult in 
. Burma in the 1960s, the three brothers re-established them- 
-.. selves and their families in Hongkong and Singapore. In Hong- 
E they concentrated first on trading and then on manufac- 
. ring watches. In Singapore, family company Rumba. pex 
wee to о trading ие апа electronic goods. 


The move into 


ind Corp. manufac- 


$$19 million. 


COMPANIES 2 


Harilela family typifies classic success story 


A clan-do approach 


epitomises the rags to riches story is 

the Harilelas. From the lavish wed- 
dings of their children to their substantial 
hotel and restaurant holdings on two conti- 
nents, the six Harilela brothers have, in 
many respects, defined the aspirations of 
the local Sindhi community. 
. Through two main Bermuda-based 
holding companies, Harilela Hotels and 
Hotel Holdings, the family has built a stake 
in five completed m Inn hotels, with 


T he Hongkong Indian family that best 









К was soaring. Concentrating оп the 
made strong e d to allow the Jhu: 





the eai niet the name e Hind Hotels án 981 
years of losses, the company retu to pre 
with net income of $$1.2 million news en У 









E il Hotel i in Singapore i 








etumed to 









The depressed hotel market in Sing zapore pre 
ily from taking further steps ! ( lation U 
year when it bought Shalimar Paints юг an undisclos 
Shalimar, which posted turnover of Rs 900 million ‘Use 
million) last year, had seen its market share slump badly Бе! 
the Jhunjhnuwalas bought their majority stake. Xu 
The family, which still holds Indian passports, has sougt 
‘bolster its watch business recently. Unusually for a Hongko 
Indian company, Hind invested US$2.5 million in a new ! 
bly plant in Shenzhen in southern China on the expectation 
business would only geth better i in the post-1997 era. 
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another under construction and in two 
North American properties — one a hotel, 
the other a large condominium. 
The Harilelas also own a chain of Indian 
restaurants, trading companies dealing in 
garments and watches, a travel agency, 
Hongkong stock brokerage and a tailor’ 
shop, the last a sentimental reminder. 
how the family built its latest fortune. / 
the companies are 100% family owned, and 
do not disclose any figures. Each of th 
brothers is ко for different, son 
times overlapping, parts of the family bus 
ness. All the 80 or so members of t 
Harilela clan live in an opulent Kowloo 
mansion that boasts, among other gaudy 
features, a pearl-encrusted bedroom ceiling 
and indoor fountains. mM 
The late patriarch of the clan, Lili 
Harilela, left Hyderabad for Singapore : 
years ago, moving shortly afterwards: 
Canton to trade in ivory, shawls ап 
with the US. While N at f fir 











wife and seven children in dire | 
straits until the end of World War П. 
the Harilelas rebuilt their business : 
scratch around the tailoring trade. E 
In many respects, the family was simy 
in the right place at the right time. 

































“on rest and recreation from the Korean and 
` Vietnam wars, provided a strong customer 
base for their 24-hour tailoring operations. 
„Ву the mid-1960s, the family had 32 stores 
turning out suits at a rate of 600 a day. Un- 
like other Hongkong tailors, the Harilelas 
chad vision; they concentrated on big in- 
‘stitutional accounts and offered fixed 
prices, which customers regarded as fair, 
Diversifying into light manufacturing in 
Taiwan and Malaysia in the 1960s, the 
-Harilelas soon discovered they had more of 
. . à knack for the hotel business, having fallen 
into it almost by accident as part of a Kow- 
-. . loon real-estate deal in 1960. With the same 
... sense of opportunism that led them into 
tailoring, the brothers began selling off the 
-.. shops to raise cash to build hotels. This pro- 
| eess later included the flotation and sale at 
. .a premium of Harilela Property Invest- 
(ments. 
~ he Harilelas completed their first 
(s | Holiday Inn — just off Nathan Road 
ce in Kowloon — in 1972. That prop- 
erty, one of Asia's most lucrative hotels, 
. has since been leveraged into majority 
| . Stakes in Holiday Inns in Singapore, 
_ Penang and Bangkok. The Harilelas also 
- hold а 10% stake in the Holiday Inn Har- 
|... bour View in Tsimshatsui East and recently 
_ Started work on a new hotel, in Dhaka, 
| Bangladesh. Besides the Holiday Inns, they 
. ` have the Le Pavilion Hotel in Montreal and 
га condominium in Stamford, Connecticut. 
|... Group turnover, according to family 
. Spokesman Нагі Harilela, is now HK$750 
million (US$96.15 million) while net income 
last year topped HK$150 million, with the 
hotels accounting for 80% of revenue. Be- 
cause of the inflated value of real estate in 
Kowloon, 75% of the Harilela assets, in US 
dollar terms, remain in Hongkong. 
.. While most new family investments are 
being made outside the territory, Hari 
Harilela denies this is motivated by insec- 
"urity about China's takeover in 1997. 
Rather, he says, Hongkong real-estate 
prices аге now too high for the family effec- 
tively to compete for prime property. "As 
long as we stay away from politics and re- 
‘main good entrepreneurs, I think the In- 
dian community will have a good future in 
ongkong," he says. "The Chinese Gov- 
mment wants us to stay.” 
Not that the Harilelas are taking any 
tances. While most of the clan hold вотс 
assports, the family maintains homes in 
ngapore, London, San Francisco and 
Angeles and could easily qualify for 
anadian and Singaporean immigrant in- 
stment schemes. Hari Harilela, who 
lds the intriguing distinction of being 
wutan's honorary consul in Hongkong, 
been actively lobbying for right of 
le in Britain for the 4,500 Indians in the 
Dimmunity who hold the BDTC. 
| u Jonathan Vriadiand 
























British army, and later American soldiers 


. of the wartin egemony in | 
А yen bloc may : still be 20 year f of F ut if 


that trade among West Pacific countrie 
n com of Asean and Oceania — will е 



















| Japan has been what one of its elder financial si statesmen calls a good student of the 
-US in the post-World War П period, viewing it as something between a teacher and 


a father. But now that the US’ economic mig nt is weakening, Japan is wondering 
whether it should adopt the role of mentor, especial 
The Japanese are squeamish about voicing their thou ghts on such matters. But 


reading between the lines of a recent report by the Bank of Japan (BOJ, the central 


bank) on financial systems in Asia, the message is clear that Japan thinks that coun- 
tries in the region might have something to learn from it. 

For newly industrialised countries (NICs) and near-NICs in Asia, it is “not desir- 
able to copy a financial system of a developed country,” according to an English-lan- 
guage draft of the report. The anonymous developed country is, it seems, the US 
or possibly even Britain. What is unstated in the report but believed by many offi- 
cials in the central bank is that Asian countries should avoid the free-market 
philosophy of Milton Friedman and acol 

What do these countries have to fear from a market approach to modelling he z 
financial systems? Instability, the BOJ suggests. us 

The ВО] lumps together the Philippines and Latin American countries such as i 
Argentina and Chile in pointing out cases where financial reform ran ahead of po- 
litical and economic development. There is a certain logic in this, and perhaps the 
lessons from these mistakes could be applied throughout Asia. Privately, BOJ offi- 
cials say Singapore, Malaysia and Indonesia could suffer from political instability іп. 
the 1990s because of expected changes of leadership. And any political instability in 
these countries, they warn, could precipitate capital flight. 





: This is partly what is meant by the 
* reference in the BOJ report to the need 
= for Asian countries to adopt financial — 
. Exports and imports of js 
West Pacific* nations systems "tailored with due consider- . 


ation to [their] various conditions and 
constraints.” Maybe it is a good idea > 
to concentrate upon building domes- 
tic savings to the point where а coun- 
try is not heavily reliant on capital in- — 
flow before it casts. off its exchange Я 
controls. 3 
"Those Asian counties that still 
bear the hallmarks of Japanese influ- — 


Trade with US 
as 95 at total 


intra-regian trade 
Exports as % of tatal 





“Japan, China, E; Аа) NICS, Annan and оваа D E 
Source. Ban i ol japan. 


have done things much the Japane! — 
way by retaining strict controls c.. 


capital flow while weaning their industries on cheap capital and tariffs. The prar - 


ese writ does not run in Southeast Asia, where historical experience has i inculcated 
largely Western financial values. Japan accepts the merits of some of these : 
and, ultimately, of financial liberalisation, but it would like countries in this region 
to consider the Japanese way. "We have some lessons to teach," a BO} official Sym 
Where might all this lead if Asean and other Asian co 5 begi loc 
for financial guidance? The formation of a yen bloc: wi 
emerging Deutschemark bloc in Europe and a shrin 
North America? No, вој officials ay, 50 long. 7 
e attempt at yen hegemon 



















e Suzuki suggests | 


‚ the use of the yen v will alm ost certain ly fol 
S = Japan, China, 1€ Asian NICs as well as _ 






, com ed d with 5% for imports and o»; 










ence — South Korea and Taiwan — ^. 


























our expertise 15 in creatin 
Ours is in orchestrating 


WHILE you are able to conduct your | 
business with speed and efficiency, rarely 
do you have the time to orchestrate your 
personal investments with equal ease. 

At Lloyds Bank International Private 
Banking, we have an expert international 
investment team able to make quick 
investment decisions on your behalf. 
Based on agreed objectives, a Portfolio 
Manager will ensure your funds are 
invested in the best possible way, 
balancing risk and return in line with 
your needs. 

We have both the time and resources 
to assess world markets continually, to 
weigh the impact of political and 
economic changes. In today's volatile 
conditions, such facilities are invaluable 
to the private investor. 
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YOUR PRIVATE BANK 
Through a personal adviser, your account 
executive, all the skills of a banking 
network spanning 40 countries can be 
mobilised to help you achieve your goals. 
Nowhere will you be assured a more. 
professional, discreet, efficient апа 
personal service ~ worldwide. 

To find out more, please contact: 
Steve Ushivama, 2901-4 Admiralty Centre, 
Tower 1, 18 Harcourt Road, GPO Box 10126, . 
Hong Kong, or telephone (852) 823.2122. 





Lloyds Bank — 
{International 
Private Ban 









= 













[Г apan's success in securing an indepen- 
dent Gatt panel's condemnation of EC 
jj legislation to curtail so-called screwd- 
ver-assembly operations by Asian man- 
.ufacturers has angered EC trade officials. 
And while Tokyo has scored points by win- 
ning its first-ever Gatt case, the EC is un- 
likely to scrap the rules. 
|. The best Japan and other Asian coun- 
| tries can hope for is a temporary respite 
_ from any anti-dumping actions against 
|. components imported into the EC by for- 
eign companies. Japan asked Gatt to study 
the EC rules in October 1989. 

_ Although a formal EC response has yet 
Бе presented to Gatt, the EC Commis- 
on has signalled its dislike of the Gatt 
inel's findings. Officials say that while all 
options are being reviewed — even rejec- 
tion of the ruling — the EC will probably 
redraft its rules. 

. The legislation, which was implemented 
. in 1988, is needed to prevent foreign &om- 
_ panies from circumventing anti-dumping 
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_A bout a dozen Taiwan companies are 
. lined up to follow Yuen Foong Yu 
4. MA Paper (үкү) into the Eurobond mar- 
ket, but poor market conditions and the 
caution of Taiwan's regulators are holding 
up issues for the time being. 
YFY's US$100 million convertible Euro- 
nd issue last November (REVIEW, 7 Dec. 
w strong initial investor interest de- 
very keen pricing — a coupon of 2% 








satt attacks EC curbs on ‘screwdriver’ plants 


fines by setting up assembly operations, 
according to EC officials. “Removing the 
legislation from our statute books would 
mean backtracking,” one official says. “We 
see no reason to do that.” 

Clearly stung by the Gatt decision, the 
EC Commission has responded by saying 
the panel did not condemn the “principle 
of EC measures to prevent circumvention,” 
only the method. In particular, the panel 
took the EC to task for forcing the Japanese 
companies to pay a Gatt-outlawed tax once 
imported components were inside the EC 
rather than slapping an anti-dumping fine 
on the goods at borders. US screwdriver-as- 
sembly legislation takes the second option 
and has never been criticised by Gatt. 

The panel also objected to the EC’s use 
of Article 20 of the Gatt code, which allows 
members to deviate from Gatt principles to 
fulfil domestic legal requirements. In this 
case, the panel ruled that Japanese com- 
pliance with anti-dumping duties would 
consist merely of paying import duties. 

EC officials, dismayed by the panel's 
narrow interpretation of the Gatt code, say 


lemand for Taiwan convertible bonds declines 


selves holding a bond of US$100 par value 
that is trading at US$84-89. 

Pricing for Taiwan convertibles will have 
to be rather more generous in future. With 
the stockmarket in a slump, demand for 

















Taiwan paper is diminished. The interna- 












 anti-dircumvention 

dumping practices 

being negotiated at the Uruguay Round of 
trade-liberalisation talks. | 

The EC has ordered nine anti-dumping 
investigations into imports of Japanese 
components, including parts for typewrit- 
ers, scales, photocopying machines and 
hydraulic excavators. All Japanese com- 
panies found guilty of circumvention have 
avoided fines by agreeing to raise prices. 
An inquiry into imports of parts for vi- 
deocassette recorders is currently under 
way. 

Officials say the EC has achieved what it 
set out to do: force Japanese companies to 
raise the local content of the products they 
manufacture in Europe. And despite 
Tokyo's claims that screwdriver-assembly 
legislation would discourage Japanese com- 
panies from investing in the EC, :-- 
number of Japanese manufacturing p 
in Western Europe has risen to 529 this year 
from 411 last year. - 

Meanwhile, the EC is advising business- 
es to work as sub-contractors for the in- 
creasing number of Japanese manufactur- 
ers in Europe. Unless the EC can success- 
fully supply locally made components, offi- 
dals complain, Japanese companies will 
start bringing in their own component 
suppliers. п 








tional appetite for all Asian paper has been 
hit by Tokyo’s downturn, notes Peter Kurz, 
general manager of Baring Securities in 
Taiwan. Instead of Asia, investors are eye- 
ing Europe. . | : 

Nevertheless, Taiwan companies are 
queueing up to follow in YFY's footsteps. 
Companies which have applied to the Sec- 
urities and Exchange Commission (SEC) 
for permission to issue bonds inc ~ 
Taiwan Glass (US$100 million); Pacific 
struction (US$100-140 million); Kuochan 
Construction (US$88 million; and Walsin 
Liwa Electric Wire & Cable (US$100-150 
million). 


handful of giants also have their eyes 
on the Eurobond market but have 
A. yet to submit applications. These in- 
dude: Formosa Plastics Group, Evergreen, 





, President Enterprises, Acer Group and 


Teco. 
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Bangladesh gas field found by Canadian fum 


oll out the barrel 





By $. Kamaluddin. in Dhaka 


very ofa major high-quality 
1 gas. and gas condensate field 
Г | in northeast: Bangladesh could lead 
to US$1 billion in investment, increase urea 
` exports, and make the country almost self- 

-sufficient in oil. 
`` Reserves of more than 1.5 trillion stand- 
гата 63 of gas and 30 million barrels of con- 
densate have been discovered at 
Jalalabad, some 18 km southwest of 
the existing Haripur oilfield. This 
takes Bangladesh's proven gas re- 
serves to 12.5 trillion ft, located in 15 
s — enough for at least 40 years 

a uie Current rate of production. 

. The gas was found by Scimitar 
Exploration — a Canadian company 
operating under a production-shar- 
ing contract with Bangladesh Oil, 
Gas and Mineral Corp. (BOGMC) 
signed shortly after BOGMC struck oil 
at Haripur in late 1986. 

Scimitar has so far spent US$18 
million evaluating BOGMC’s find 












applications. Of seven applications submit- 
ted since YFy’s issue in November, two 
companies — Pacific Electric Wire & Cable 
and Mercury Associates, a department 
store chain — withdrew their applications 
on the prompting of the sec. Another com- 
pany — Namchow Chemical got cold feet 
because of the souring of the market. The 
remaining four expect to hear news soon, 

* оте may have to wait longer. 
enerally, the government is positive 
about the idea of Taiwan companies issuing 
Eurobonds. However, the SEC wants to en- 
sure that Taiwan’s brightest and best com- 
panies are the first to tap the market. The 
companies that have submitted applica- 
_ tions are smaller and less well-known than 
| those which have merely expressed an in- 
` terest. "We would like the stronger com- 
‚ panies to go first,” since there may be limits 
` to the overall demand for Taiwan bonds, 
- admits SEC section chief Chen Chung- 
d к 
2 The other chief question surrounding 
iwan bondi issues is that the Taiwan mar- 
B . closed to foreigners, and has no 
schediiled - opening time. Thus foreign 
< buyers have no guarantee they will be able 
{о convert their bonds. The only way for- 
eign investors can now enter the Taiwan 
rke t is rough four overseas investment 
н 














and searching for oil and gas, and is to 
start a 250-km-wide series of seismic tests 
later this year, in addition to further test 
drilling. 

Under its contract, Scimitar has two 
years to produce feasibility studies for 
gas-based projects. However, Muslim 
Lakhani, Scimitar’s project director in 
Dhaka, told the REVIEW that the com- 
pany envisages three large export-oriented 


Bangladesh finds gas 
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Lawver buys stake in biggest Chinese newspaper 


Share scoop 


тине ада Бон 


By Doug Doug Tsuruoka 


uestions are beginning to surface in 
Malaysian business circles about the 
ultimate identity of an investor who 
last month purchased a dominant 
stake in Nanyang Press, publisher of 
Nanyang Siang Pau. The daily is the largest 
selling of the country’s six major Chinese- 
language newspapers, giving its owners 
significant political leverage. 

Share transactions so far have hi 
traced to Ariff Wan Hamzah, a lawyer with 
indirect political ties. Ariff says he bought 
6.7 million shares, or 20.67%, of Nanyang 
Press on 1 and 15 March. 

The share purchases were made 
through Oriental Highland, a Hongkong- 
based company controlled by Ariff. Orien- 
tal Highland has subsequently filed a notice 
with the Kuala Lumpur Stock Exchange 
that it bought the shares on behalf of 





another Hongkong-based company, Ab- | 


Ше аилы reserves, nea ci 
would take equity in diera б муу ай 


ernment. E 
The three projects would togethe 
150-250 million ft? of gas a di m I 
produce 3-5,000 barrels of condensa 
in the process. Bangladesh has alread 
its oil imports by shifting to gas-fired po 
generation, and the condensate producec 
by the projects suggested by Scimitar à 
almost eliminate them. 
Bangladesh's gas production tripled i in 
the 1980s, and at present, 45% of gas pro- 
duction is used to generate power, 37% to. 
make urea fertiliser, 10% for in- 
dustry, 6% for domestic use and 
for 2% commercial use. By the end 
of the year, | D 
Bangladesh’s electricity i is forecast 
be generated using natural gas, апа - 
more industrial and commercial pro- _ 
jects are being established using — 
natural gas as either fuel or raw - 
material. | 
In addition, Bangladesh has be | 
come self-sufficient in urea fertiliser 
and has some surplus capacity to ex- 
port, so any new urea factory stem- - 
ming from the gas find would be al- 
most 100% export-oriented. | 





























































botstone Nominees Ltd. 
Ariff is the brother of Wan Azmi, the 
chairman of General Lumber (Holdings 
who is associated with the ruling United 
Malays National Organisation (Umno). 
They are sons of Tan Sri Wan Hamzah 
Mohamed Salleh, a former judge. © 
Observers believe a high-r г 
ernment official masterminded the 


point out that Umno, which i is ! 
ral elections this. ye 
powerful Chu 





wanted a MW 
juri da in its fold. Fleet 
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Taking control of Nan jang Sian 











.. In the fiscal half ended on 31 December 
989, Nanyang Press' pre-tax profit rose 
% from a year earlier to M$9.8 million. 
enue climbed 10.6% to M$65 million. In 
ition to Nanyang Siang Pau, Nanyang 
lishes a weekly newspaper for stu- 
ts. It has an estimated 10% share of 
Malaysia's newspaper advertising revenue. 
. Oriental Highland’s holding in Nan- 
yang Press was apparently culled from 
the company's three largest shareholders: 
... Kuok Brothers, controlled by Malaysian ty- 
_ coon Robert Kuok; Perbadanan Nasional 
(Pernas); and SEA Housing Corp. The 
three companies gradually reduced their 
. holdings, which totalled about 7 million 
shares, or nearly 21%, of Nanyang Press 
through placements with local brokers be- 
tween December 1989 and March. 
Oriental Highland is believed to have 
ught the Nanyang Press shares at a pre- 
mium of at least M$5 (US$1.83). In early 
February, Nanyang Press shares were sell- 
ing at about M$4.24 each. The shares cur- 
ntly are trading at about M$5.25 a share. 
Based on the share transactions, Orien- 
Highland has overtaken Pernas as 
anyang Press’ largest shareholder. Pegnas 
has cut its stake to 13% from 25% in May 
1989, while Kuok Brothers has reduced its 
to about 6%, down from 12% last year, and 
EA Housing has lowered its share to 
64%, down from 12% last year. Other 
inority stakes are held by Lian Seng Co., 
anyang Press (S) Ltd and small investors. 


A riff says he acquired the holding in 
, Nanyang Press as an "ordinary in- 
4. JA vestor" and is prepared sell it at the 
right price. He denies that an ulterior mo- 
tive underlies the purchase or that a change 
in the company's management is being 
templated. 

Malaysia's Foreign Investment Commit- 
НС) still must approve Oriental High- 
'S purchase of the Nanyang Press 
е. The FIC is expected to approve the 
share transactions even though foreign-re- 






: din is behind 












/ participation in the 
purchases. “I know 
vhat I’ve read in 
ance minister says. 











anila faces a long, hot summer, 

with several factors combining 

to make a rough second quar- 

ter. First, the new team of top 
economic officials — Central Bank governor 
Jose Cuisia and Finance Secretary Jesus Es- 
tansilao — decided to step hard on the 
monetary brakes by jacking up local in- 
terest rates to 28-30%, apparently because 
of worries about failing to meet IMF per- 
formance criteria. 

The move is aimed at containing infla- 
tion. Monetary authorities apparently felt 
that the jump in the inflation rate in De- 
cember to 14% might be repeated, and dif- 
ficult to contain. However, the drastic rise 
in interest rates will not only slow business 
expansion, it could also scupper several 
large highly leveraged projects. 

second, the drought which set in late 
last year has spread to 37 provinces, with 
the Department of Agriculture estimating 
that farm incomes have already dipped by 
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at least P2 billion (US$88.1 million). The 
impact on the price of agricultural products, 
particularly rice, will probably be felt in the 
next few months. Equally depressing is 
the likelihood that the drought will hit 
rural consumption, which has kept the 
economy buoyant over the past three 
years. 

Third, the drought is already indirectly 
hitting industry by cutting hydroelectric 


power generation — the Luzon power net- 


work's hydroelectric plants have been oper- 


 ating at only 2376 of capacity. In addition, 


the network's two oil-fired plants are shut 
down for maintenance. The result is that 
Metro-Manila has had two-hour brownouts 
daily, resulting in heavy losses for continu- 
ous process industries. The National Power 


Corp. estimates that four-hour brownouts - 






ed until June, when new gas 
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turbine plants are expected to come on- 
stream. | 

In addition, Manila has to deal with two 
major problems it apparently hopes will 
simply go away: pressure for a fall in the 
peso and for a rise in petrol prices. 

With the shift towards an investment- 
based recovery, imports have been soaring, 
and this, combined with a generally lack- 
lustre performance for primary exports, 
led to a record US$2.6 billion trade deficit in 
1989. The country's export structure re- 
mains flawed, with its biggest export items 
— semiconductors and garments — heavily 
dependent on imported inputs. 

The trade situation has not improved. 
and in January the country posted à ti 
deficit of US$270 million. If uncorrec....., 
this will result in a trade gap of US$2-3 bil- 
lion for the year. Central bank intervention 
has so far prevented the peso's exchange 
value reflecting that deficit. Recently, how- 
ever, market forces have begun to be felt, 
with the peso's exchange rate dropping 


| from its P22.30:US$1 levels at the start of 
, the year to P22.79:US$1 in the past two 


weeks. 

Intervention has also been the order of 

the day for petrol prices. While crude oil 
prices have risen from US$12.55 a barrel a 
year ago to about US$19 a barrel now, local 
petrol prices have been kept down through 
the government's Oil Price Stabilisation 
Fund (OPsF), which subsidises the increase 
in crude oil costs. However, by the end of 
January, the OPSF owed a staggering P7.7 
billion to the oil firms. To cover for the 
claims, the oil firms early last month 
intended to request at least a P1 a "+ 
price rise. Manila, however, has 
the oil companies at bay, with President 
Corazon Aquino recently asking Congress 
to set aside P5 billion to forestall a price 
rise, 
The immediate political situation pro- 
vides some grounds for optimism. Fears of 
another coup bid have abated, which could 
prompt investors to rush in to take advan- 
tage of opportunities before currently ab- 
normal profit rates level off. This is most re- 
flected in the stockmarket, which has in- 
ched up in the past several weeks and is 
preparing for new issues to be listed. 

But in the longer term, the political out- 
look contributes to the Philippines' prob- 
lems. At the moment Manila is in a race 
against time to institute the structural re-. 
forms the economy needs before the run- 
up to presidential elections in 1992 stymies 
is. ; 
oTiglao - 
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Limited, representing 27% of the issued capital and 49% of the voting rights. Sir Adrian Swire and Sir John Swire are substantial sh 
31st December 1989, the following directors and their associates held beneficial interests in the shares of C 
sidiary company of Swire Pacific Limited: A d 










lternate director) 








PJ Roberts held non-beneficially one share each in Swire Pacific Offshore Holdings Limited and Swire Pacific Offshore l 

npanies are wholly-owned subsidiaries of Swire Pacific Limited. "Pc 

nan as stated above, the directors of Swire Pacific Limited and their associates held no interests, whether beneficial or non-beneficial, 
‘Swire Pacific Limited or its subsidiaries. Se eee 





































"T^ he profit for 1989 before extraordinary items increased by 2.7%. There were no extraordinary profits in 1989 (1988: HK$3859 million). Earning 
.. per share have been calculated by reference to the profit before extraordinary items and the weighted average number of shares in issue du 
# each year К. cu E 


‘athay Pacific Airways Limited reported attributable profits 17.6% higher than those of 1988. Hong Kong Aircraft Engineering Company's attrib 
rofit increased by 18696. Swire Properties’ results were lower than those of 1988 mainly as a result of a reduction in profits from property trading. | 
long Kong activities of the shipping, offshore services, and dockyard division were modestly successful but overseas results remained depressed. P 
jithin the industries division were slightly ahead of those of the previous year. The trading division's results were in line with those of 1988. The insurar 
livision performed satisfactorily. : { 


inal dividends. The directors of Swire Pacific Limited will recommend to shareholders at the annual general meeting on 31st May 1990 the payme! 
nal dividends of 57.0¢ (1988: 530€) per ‘A’ share and 11.4€ (1988: 10.6€) per 'В share payable on 8th June 1990 to shareholders registered on 1st 
990; the share registers will be closed from 21st May to 1st June 1990, both dates inclusive. E 


avestment properties and net assets per share. In accordance with the policy of the Group, the annual valuation at open market value of investr 
торегіеѕ was carried out at 31st December 1989 by professionally qualified executives of Swire Properties Limited. Asa consequence of the 1989 valu: 
зеге has been an increase of HK$2,821.1 million in the valuation reserves of the Group, as compared with an increase of HK$6,486.1 million at the et 
f 1988. Taking into account both the retained earnings in 1989 and the increase in the valuation of investment properties, the net asset value of the S 
'acific Group at 31st December 1989 was НК$27 091.3 million, representing HK$17.06 per ‘A’ share and HK$3.41 per 'B' share as compared with HESI 
ind HK$2.89 respectively at 31st December, 1988. ШР к 


'inancing. Net borrowings at 31st December 1989 amounted to HK$7,632 8 million compared with HK$6,504.8 million a year earlier. There wasa sign 
lecrease in net borrowings of Cathay Pacific Airways mainly reflecting the strong cash flow generated from operations, and a reduction in unre: 
xchange losses in respect of long-term obligations caused principally by the strengthening during 1989 of the Hong Kong dollar against the c 
ft^ ~~~ obligations. Cathay Pacific Airways raises long-term finance in currencies in which it has substantial positive cash flows. This is done to 
е purchase foreign exchange in order to settle the resulting repayment obligations. It also ensures that exchange fluctuations affecting | 
Urs uuligations in those currencies are effectively hedged by corresponding, but offsetting, fluctuations affecting earnings. The forecast su 
'urrency earnings are at least sufficient to meet the interest and loan repayment commitments in any year and hence a hedged position is malf 


; he decrease in net borrowings of Cathay Pacific Airways was offset by increased net borrowings within other parts of the Group. principally to: 
:apital expenditure within the property division. * M 


[he current year has started well for Cathay Pacific Airways and demand, in particular in respect of passenger traffic, is expected t 
jer, increases in staff costs will place some pressure on margins which аге also sensitive to changes in fuel costs and currencies a 

ibsence of adverse movements in these variables or any world-wide recessionary trends, it Is expected that the airline will have another c 
anned transition within the property division from primarily property trading to the management of a significant investment property { 
:ompleted during 1990 and thereafter rental income streams will show further improvements. Despite some slow down foll 


in China in June of last year, the market in which the Company's property operations are concentrated has held up rela 


3 ion should record improvedresults in 1990 and operating profits of the remaining divisions are expected to be broadly in line wi 


gh the full benefit of substantial increases in rental income from the investment property portfolio will not be recorded until after 19 
е Group as a whole for the current year are reasonable. л 
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Everyone under heaven needs to know 
about China today 


= The CHINA TRADE REPORT has its finger on the country’s business pulse. 


W It provides answers to the basic question: Is there still money to be made from 
doing business with China? 


Ш What new opportunities are there for direct investment, joint ventures and trade? 





with China. 


III. The rewards are ample for those who are patient and for the risk-taker. | 
Authoritative à ! i: Р | 
Now in its 24th year, the CHINA TRADE REPORT is pub’ | Post this cou pon today! | 
3 "ou DM ч кн лы | | 
Манга monthly by the Review I ublishing Company Limited. | Circulation Manager, Review Publishing Company Limited, | 
It has been long acknowledged by leading business execu- | G. P. О. Box 160, Hong Kong | 
tives throughout the world as st informed, best statisti- | = | 
3 + : Re E —— pe " » informed, best statist | Please enter my one year subscription (12 issues) for the CHINA | 
сапу up-to-date newsletter of its kind. | TRADE REPORT. | enclose a cheque/money order | 
|j of made out to the Review Publishing Company | 

Wide-ranging | Limited. Or, please charge my credit card (tick one): | 
The CHINA TRADE REPORT covers every issue affect- | American Express [ Diners Club O | 
ing those doing business with China, whether trading, | MasterCard O Visa ГЇ bass tin biik teers | 
investing or involved in any enterprise: grain; textiles; | 
ApS EPR NEN ee GO OES: | „ы Exp. Date: | 
electronics; transport; banking; exhibitions; contract law i | 
— and dozens more. , Signature: | 
The CHINA TRADE REPORT also publishes key statis- | Мате: 
tics on all aspects of the Chinese economy. It is crucial | Address: 
reading for anyone doing, or wishing to do, business | Annual subscription rates: HK$2,730/US$350 | 
| | 
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‘Concern over the proposed monetary union with 
the GDR has upset the West German bond market. 
The fundamentals have been eclipsed by emotion 
and speculation. 


: There is no denying the fact that the 1990 bond market year started on 
the wrong foot, Sentiment, which had been comparatively strong at the 
end of last year, hit an abysmal low earlier this year. Yields ticked up 
almost daily, propelled by the slide in “bund” futures prices on London's 
LIFFE and the debate on the proposed economic and monetary union 
between the Federal Republic of Ger- 
many and the GDR, which many see 
as a serious threat to price stability and 
the D-mark's strength in the currency 
markets. 


This caused the average public bond | / 
yield to rise from 7.60% at year-end | 2 АА 
1989 all the way to 9.15%, its highest 
level since the autumn of 1982, despite 
the fact that the economic environment 
does not provide the least justification 
for such a big jump. But the market paid 
little heed to sober arguments based on 
hard facts in the past few weeks. 


Whether and when the fundamentals 
will reassert themselves depends not 
least on how soon the anxieties and 
speculation about the possible conse- 
quences of monetary union with the 
GDR can be laid to rest. 


Вопп% borrowing reserves 


Debt Reduced by Half 
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While the West German Federal Government, the federal states (Laender} and 
local authorities had raised some DM 55 billion in new loans te finance their 
budget deficits in 1988, these borrowings were reduced to half this figure, i. е. 
| some DM 27 billion, last year. The prospects for the public authorities finances 
і in 1990 are also quite favorable, despite the loss of revenue caused by the third 
i round of tax cuts. However, the financial burden resulting from the merging of 
| the two German states is still an unknown quantity. 


This means that, even if sales of public bonds should not proceed as 

smoothly in the months to come as they did in the past, Bonn would by NO 
means be faced with a funding crisis. It could easily raise additional funds: 
via SD Certificates in the event that the need to provide assistance to 
the GDR should raise Bonn's borrowing requirements. Е 


No figures can as yet be put on the burden economic and monetary union: M 
with the GDR will impose on the public budgets. And there is another: 


point: The bulk of the funds required is likely to be provided by he 
private sector, mainly via investments by companies. What is needed 
now is a cool head rather than wild 


| conjecture. 


| Applied to the bond market, all this 
| Means that neither a steep rise in interest 
| rates nor a major spurt in inflation is 18. 
| the pipeline. The recent uptick in interest 
| rates in the Federal Republic, triggered 
| by fear that the Federal Government 
| and industry could be saddled with a: 
i crushing financial burden, is a purely 
| psychological phenomenon, which 
| 
| 
| 
| 
| 


Once international investors start to 
realize that unification with the GDR 
will increase the Federal Republic's 
economic potential, this will have а 
positive effect on both the D-mark and 

the German bond market. | 


(surplus) 


86 87  Á 88 89 


To summarize: The move toward 





While the demands on the public authorities will doubtless increase, 
the current state of their finances provides more scope for an increase in 
borrowing than many people seem to think. We should not forget that the 
Federal Government severely reduced its borrowing from banks 
and other institutional investors in the past few years. The Federal 
Government's debt on the books of institutional investors has dropped 
to its lowest level since the early 1980s. If we also take into account 
that the federa] debt rose by no less than DM 260 billion in the 
past decade, the decline in funding through debt certificates (SD 
Certificates) looks even more impressive. The percentage of SD 
Certificates of the total federal debt dropped from 51% in 1980 to 
21% at. year-end 1989, If the Federal Government merely decided 
to return to the 1980 borrowing pattern, it could raise an additional 
DM 145 billion from banks and other institutional investors. 


RUE 9 German reunification would only pose 
a threat to the West German bond market if it had to be financed. m | 
exclusively through the domestic debt market. And there is no ground ; 
for the assumption that this will be the case, particularly in view obo 


the internationalization of the financial markets, which recognize ~ 
opportunities when they see them. And German reunification will not 
only cost money, it will also provide enormous opportunities. — 
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issue of Bayerische Landesbank’s 
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cannot be combatied with logical 
arguments, atleast not for thë moment, —— 





of for 1989 before extraordinary items was HK$3,082.8 million, an increase of 2. 7% over 1988. There v were no extraordinary profits i in 
1988: HK$3859 milion). The audited consolidated results were: 








Year ended 31 st t Decembe 
Note _ 5 1989 198 
uS — 7C НКМ HK$! 
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5,529.8 
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5,2622 ^... 5,096. 
re e of prts less losses of associated companies 342.5 5. 2207019. 

| 5 / 5,604. A oe ; 

апо! 2 | 705.3 Tax 
г " after taxation 4,899.4 4,538. 
nority interests 1,816.6 1:536, 
t for the year before Sonoras items | 3,082.8 59 DOT. 
— 385. 

fit attributable to shareholders ` 3,082.8 3,387. 
\ А 1,270.0 1,205. 
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Зу. jonathan Moore in Taipei 


Г айлап investors, made skittish by 

the sudden downturn in the domes- 
с Ж. tic stockmarket and signs the local 
eniy may be weakening, shifted nearly 
10993 billion out of Taiwan in the first quar- 
ter of this year. 
‘The massive movement of capital could 
“mark the end of the recent four-year period 
of Taiwanese super-liquidity and capital 
build-up and the beginning of a cyde 
marked by capital outflows. 

Taiwan's liquidity-driven stockmarket 

'd enter a bearish phase as a result of a 

tinued cash haemorrhage. And other 
‘economies and stockmarkets in the region 
could feel an even more marked impact 
from Taiwan's abundant investment dol- 
lars. 

The central bank, surprised by the sud- 
_denness of the outflow, has tried to prop 
up the NT dollar, while nervously trying to 
assess not only where the money was 
going but also why. It fears a tumbling NT 
dollar could induce genuine capital flight. 
On 17 March, Samuel Shieh, the central 
bank governor, took the unusual step of 
urging people not to lose faith in the local 
currency. 

The NT dollars slide from 
NT$26.20:US$1 to NT$26.50 in early March 
signalled to speculators that the currency 
had peaked after prolonged appreciation 
and that further weakness could be ex- 
pected. So investors sold. “They have 
made their profits, and now they are get- 
get " says one foreign-exchange 


al currency dealers say Taiwan’s out- 
ward-bound capital is finding a variety of 
. targets: it has found its way into stock- 
. markets in Hongkong, Malaysia and Japan, 
. into US real estate, overseas mutual funds 
and со porate investments in China and 
Southeast Asi; 

Chung Chuen-ming, head of Hua Nan 
- Commercial Bank's foreign-exchange divi- 
. Sion, says: "People see that stocks are much 
` cheaper in Hongkong than in Taiwan. The 
` speculation opportunity in Taiwan is satu- 
ated already.” 
Li = The peaking of the Taipei bourse has 
purred the exodus. The immediate catalyst 
| for the downturn in the stockmarket was 
< political uncertainty surrounding the presi- 
деми, election. on 21-2 March. This 
m ! -point drop in the stock 
cord 12,500 in mid-Feb- 














Taiwan is — running huge capital deficits 


ashing out 


But high interest rates have also dam- 


pened market activity, and a flood of new 


stock issues is sapping liquidity from the 
market. The sale of government bank 
shares will absorb some NT$28 billion. The 
transaction tax, which went into effect this 
year, takes about NT$500 million from the 
market each day and could draw off 
NT$100 billion by the end of the year, ac- 
cording to analysts. 

Accustomed to the heady performance 
of the local stock and real-estate markets, 
Taiwan investors move their money only to 
chase high-yield investments. Interest rates 
of about 1195, which are relatively high for 
Taiwan, tempt only the most timid. 

Chen Chi-chu, senior vice-president at 
Taiwan's International Commercial Bank of 
China, says the passing of short-term fac- 
tors, such as the recent political turmoil, 
will cause the heavy outflows of recent 
weeks to slow, but Rai trends will 
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‘Taiwan’ s net capital flows 
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Source: Foreign Exchange Cenis 


keep capital moving out for the rest of the 
year. 

Net capital outflow last year was some 
US$10 billion, though this was more than 
Offset by the trade surplus, as the outflow is 
not merely the result of recent speculation. 
Companies are investing overseas to limit 
damage to their competitiveness caused by 
the revalued NT dollar and to gain access to 
new markets. And bankers say a sizeable 
portion of the outward-bound cash is being 
moved by individuals who are emigrating 
in increasing numbers to Canada, Australia 
and the US. 

The economy has been swelling with 
the accumulated proceeds of years of huge 
trade surpluses. The NT dollar's rise from 
NT$40:US$1 in late 1985 to its current level 


at NT$26.40 lured back billions of US dol- 


prices, and the soaring. index 
in more hot money. The 
pushed the island's foreign-exct 
serves to a peak of US$76 billion enoug! 
cover 16 months’ imports. 
Taiwan, which has historic: 
nervous of capital outflows, belatedly li 
foreign-exchange controls in mid-198 
lowing individuals to remit 
million. a Suis while yetair 













































































cause of the T dolla 
windfalls to be E on the 
market. CHIESE 
Economists and bankers say the cash 
flight is a natural result of the extended 
liquidity build-up. If the capital flight leads 
to a cooling of the financial sectors, this сап 
only be to the good, they maintain. “We 
have become an island of greed. If we can 
shed a few pounds from our weight, that 


end of the quarter to pay back US-dollar 
loans. Taiwan's continuing trade surplu: 
could also maintain upward pressure on 
the NT dollar. Some analysts believe the 
capital outflows are short-term movements 
which will cease if political uncertainties are 
resived. Merrill Lynch recently predicted 
the currency would rise to NT25: US$1 f f : 
its current level of NT$26.40:US$1. — 
An official of the Council for Économie 
Planning and Development tried to calm 
fears by noting the nation's foreign-ex- 
change reserves could drop to US$15 bil- 
lion, equivalent to three months’ impor 
without harming the economy. . 
The outflow has drawn attention to 
central bank's vear-long commitment to 
policy of tight credit. While capital fli 
would remove the inflationary effects of | 
high priced stockmarket and high money 
supply, many fear that it could eventualh 
tip the economy into recession. Pressurec 
by businessmen who are clamouring for re 
lief from high interest rates, the centra 
bank has promised an infusion of mone) 
into the economy. 
S. C. Tsiang, president of the g 
ment-funded Chung Hwa Institute | 
nomic Research, says reflatin 
would negate the positive effe 
money going out. “We should 
out without trying to replace it, 
"The sooner the stockmarket boom 
the better. Otherwise, money wi 
vested in industry." um 
Hsueh Chi, professor of econor 
National Taiwan кеш te: says 
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By Susumu Awanohara in Washington 


an interim agreement on bilateral 
WL economic reforms to reduce Japan's 
persistent US$50 billion trade surplus with 
the US, at the the fourth round of Structural 
pediments Initiative (Sil) talks, held in 
Washington on 2-3 April. 
The sm talks are scheduled to end in 
july, and this is the first time that Japanese 
officals have "frontloaded" their conces- 
sions and beaten the deadline, as one US 
official put it. Until now, the Japanese have 
tended to make eleventh-hour concessions. 
. Japan has made concessions in six key 
as — pricing mechanism, the distribu- 
п system, savings and investments, land 
icy, exclusionary business practices and 
keiretsu company groupings. 
_ Tokyo proposes to: 
M Introduce а. 52-point policy to cut 
lomestic prices of various products which 
re high compared to international prices, 
d conduct and publicise followeup 
tudies comparing domestic and interna- 
_ tional prices. 
» Relax implementation of the Big Stores 
уу and, by 1992, exempt major urban 
5 from the law; restrict the sale of pro- 
cts with promotional prizes, and estab- 
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“| okyo and Washington have reached 


The parallel slide in the yen and the 
. Tokyo stockmarket is sending ominous 
. signals of global financial problems which 
1 be averted only by concerted interna- 
tional action. Possibly the last chance for 
effective action will be this month's meet- 

he Group of Seven (G-7) industrial 


? yen-dollar rate breached the 
cally important 160 mark on 2 
| and the Nikkei 225-stock average 
within а whisker of the equally - 
ficant 28,000 level, the threat of an in- 
tional chain-reaction began to be 


г of Yamaichi Invest- 


: whi 


Tokyo offers concessions to placate US critics — 


Ix steps forward 


lish guidelines against unfair practices in 
distribution. 

> Raise public investment in eight existing 
infrastructure projects and at the same time 
promote personal consumption by relaxing 
regulations governing credit card com- 
panies. 

> Raise tax on urban farmland in 1992, 
and consider measures to increase the sup- 
ply of land and reduce urban land prices. 
M Increase fines against illegal cartels 
through the revision of the anti-monopoly 
law by 1991; reduce exemptions from the 
law, and shorten the time required to ob- 
tain patents. 

> Review commercial law relating to 
keiretsu groupings; relax controls on foreign 
investments in Japan; relax takeover regula- 
tions, and establish guidelines against 
exclusionary practices. 

To put together the package, Japanese 
Prime Minister Toshiki Kaifu has had to 
battle hard against bureaucrats, members 
of his own Liberal Democratic Party and 
special interest groups. For example, the 
Ministry of International Trade and Indus- 
try fought against abolishing the Big Stores 
Law, and the Ministry of Finance (MOF) 
vehemently resists specifying in advance 
that public works spending will be raised 
from the current 6% of GNP to 1096. 




















from the US Treasury Depart 
pro quo for US support for the yen. ж 

Japan insists that SH is a “two-way 
street” and has complained about US 
weaknesses in seven areas. But the Bush 
administration is unlikely soon to make 
serious commitments. 

It is not certain that Japan has done 
enough to placate the US Congress. Frus- 
trated at Japanese "intransigence," in the 
first three rounds of Sf talks, the Con- 
gress has been threatening to introduce re- 
taliatory measures even before the talks 
end in July. 

Sen. Max Baucus, chairman of the Sen- 
ate finance subcommittee on trade and a 
vocal critic of Japan, has introduced a bill 
that subjects the US sit complaints to the so- 
called Super 301 provision of the 1988 trade 
law. Super 301 requires the US to negot-*- 
to remove unfair barriers, failing which. 
taliation is mandatory. If passed, the pui 
would take effect in September. 

Furthermore, the US Trade Representa- 
tive (USTR) has again cited Japan as the 
country having the highest number of ob- 
stacles to US exports in its annual Foreign 
Trade Barriers report, published in April. In 
particular, it accuses Japan of maintaining 
barriers against the import of amorphous 
metals, used in electrical transformers. This 
may be a sign that the US will designate it 
a priority item under Super 301. 

But even with Super 301 alive and kick- 
ing, some observers are cautiously optimis- 
tic that SII can be more than a risky way of 















Sounding the alarm 


frain from buying US Government bonds. 

Simultaneously, a Bank of Japan offi- 
Cial said that if the yen fell below 160 that 
might be the trigger for a further rise in 
the official discount rate — something 
which could precipitate an even further 
fall in Japanese stock prices. 

Wall Street analysts have also begun 
voicing fears that, far from being some- 
thing to gloat over, the collapse of Japan- 
ese stock prices and of the currency could 
rebound upon the ability of the US to 
fund its budget deficit without substantial 
and economically damaging increases in 
domestic interest rates. 

But there is little indication so far that 
US or West German financial officials are 


prepared to come to the aid of the be- 
 leaguered yen at the C-7 Paris meeting, 























starts on 7 Apri, with a prom- _ 


ise at least to hold interest rates steady. 
Bonn is preoccupied with worries about 
potential inflation while Washington 
seems intent on pursuing a strong-dollar 
diplomacy (REVIEW, 5 Apr.). 

There are indications that Japanese 
stitutions’ appetite for US Government 
bonds is diminishing after five years of 
virtually continuous support for the mar- 
ket. The presence of the Japanese institu- 
tions is a critical factor in the success or 
otherwise of Treasury Bill auctions. 

They were net buyers of foreign bonds 
in February but among the most impor- 
tant category, life assurance companies, 
those such as Nippon Life (the biggest) 
are talking of reducing foreign-bond pur- 
chases in favour of domestic bonds. 

To some extent this reflects narrowing 
yield differentials between Japanese and 
overseas bonds, but the shift in portfolio 
preferences also points to political factors. 
The Japanese Ministry of Finance no 
longer appears to be exerting pressure on 
institutions to buy US bonds, 

Japanese financial officials have, mean- — 









before the inevitable slide into 


naged trade,” or a “trade war.” Some 
SI as a promising way to contain friction 
‘between two different economic systems 
‘and achieve their convergence. In Wash- 
ington, Japanese spokesmen repeatedly 
stated that Tokyo’s initiatives under sil 
“were not a response to external pressure 
.but represented its own effort to make the 
Japanese economy compatible with the 
World economy. 
` Sii is, nevertheless, viewed as risky be- 
‘cause it raises unrealistic expectations of 
quick results and because it impinges on 


1. Rigidities in pricing mechanism 
72. Inefficient distribution system 


3. High savings rate and inadequate 
social investment 

4. High land price and irrational 
land use 


22.715. Problems ot "keiretsu" groupings 
CE Exclusionary business nr 


culture, history and national pride. The fear 
is that everything can be seen to affect the 
trade balance and thus become subject to 
foreign scrutiny and interference. 

For example, the US public did not like 
Japanese suggestions that Washington curb 
the use of personal credit cards, adopt the 
metric system, raise the petrol tax and 
eliminate tax deductions on homeowners' 
mortgage interest payments. Similarly, the 
Japanese public resented US demands that 
Tokyo should invest in parks and sewerage 
systems and that Japanese companies 


while, given up predicting where the 
stockmarket fall may end, and a senior 
executive of one major securities company 
has suggested that the Nikkei average 

1 fal to 27,000 before it bottoms 


Such provocative talk could damage 
market sentiment, though equally it may 
ђе aimed at scaring Japan's G-7 partners 
into: supportive action. 

The Topix index, which covers all the 

_ stocks in the Tokyo Stock Exchange (TSE) 
- first section, closed on 2 April at 28,095.85. 
` At this point it was approaching the level 
Where some analysts have suggested that 
- Japanese banks’ capital-asset ratios could 
Бе damaged. By that date, too, the TSE 
~ had lost one-quarter of its value in yen 
` terms and one-third in US dollar terms. At 
this level the total capitalisation of the TSE 
‚ is somewhat below the US$3 trillion level 
of the New York Stock Exchange. 
. Heavy central bank intervention in 
г support of the yen has also pushed Japan- 
ese foreign-exchany е reserves into sec- 
| end pu س‎ som S endi below 









gatherings. 

However, support for structural change 
exists in both countries. Latest surveys 
show substantial Japanese public support 
for US-proposed changes in Japanese prac- 
tices. This underscores the point that many 
of these changes had first been suggested 
by the Japanese themselves. And similarly, 
many of Tokyo's complaints about the US 
have their origin in American critics of their 
economy. 

The US administration seems to have 


succeeded in forming an alliance with Ja- 


" Low savings rate 

2, inadequate corporale investment and low 
productivity growth 

3. Short-term corporate outlook 

4. Government controls on business cooperation: 

5. Low spending on research and development : 

6. Weak export promotion ' 

7. Poor worker тотто and education 





panese as consumers — partly by refrain- 

ing from crude Japan-bashing, and partly 
by appealing directly to the Japanese pub- 
lic, over the heads of Tokyo's trade 
negotiators. 

Michael Armacost, the US ambassador 
to Japan, deserves considerable credit for 
this. He has talked tirelessly to the Japanese 
public directly and through the Japanese 
press. The Japanese press in turn played a 
major role, by running uncharacteristically 
sharp editorials putting pressure on Tokyo 
to transcend narrow sectoral interests. $ 


the US$76.6 billion of the US. 

Although the Nikkei-225 index closed 
some 720 points stronger on 3 April and 
the yen held above the 160 level, few be- 
lieve that this marked more than a tempo- 
rary reprieve. A pattern appears to have 
been established of heavy falls — such as 
the Nikkei’s 1,045-point drop on 30 March 
followed by a 1,978-point (6.6%) fall on 2 
April — to be followed by brief rallies, and 
then deeper falls. 

The yen also enjoys brief periods 
of respite before the foreign-exchange 
markets launch further assaults, appa- 
rently intent on forcing the Japanese au- 
thorities to make at least one further in- 
crease in official interest rates. 

But the whole strategy of domestic de- 
mand expansion in Japan hinges on the 
Japanese view of maintaining relatively 
low interest rates. Likewise, the success of 
the current Structural Impediments Ini- 
tiative talks with the US assumes a strong 
domestic economy to underpin Japanese 
demand in liberalised import markets. 


и Anthony Rowley | 
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outh Korea’s new economic poli 
makers are learning an old lesson: it is 
easier to criticise than manage. Le 
than three weeks after a cabinet reshuffle in | 
which all economic ministers were sacked, _ 
Deputy Prime Minister Lee Seung Yun û 
nounced a package of measures to stimula 
the economy. Most businessmen, howev 
were not impressed with the 4 April polic 
statement. UNS 
Lee said the cabinet had postponed. the | 
introduction of the so-called “real-name 
nancial system,” which would have pro 
bited aliases in financial transactions. The 
measure, first passed into law in. 1982, w 
to be introduced on 1 January 1991. 
Lee, who also serves as head of the E CO 
nomic Planning Board, said the new finar 
cial system was put on hold because the 
prospect of it being implemented had un- 
dermined business morale. While the gov 
ernment initially believed that 95-9 
of accounts were held in real names, he - 
said, a much larger number of accounts | 
with borrowed names have been opened _ 
and "many citizens have an ingrained - 
aversion to disclosing their wealth, even 





sion, charging that it revealed the close con- : 
nection between business and politics іп. 
South Korea. The government, meanwhile 
hopes that continuing loose regulations оп 
financial assets will buoy the business сот- 
munity, particularly the stockmarket... 

At the same time as government offic cial 
fret about the weak stockmarket, howevei 
they complain about excessive inten 
nancial and real-estate markets. As. 
the government will try to steer more in 
ment into manufacturing by doubl 
interest fund for capital investment (о \ 
trillion (US$2.88 billion). 





from the package. Interest rates have 
falling because of Tap monetar 
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lowered gradually but that. m 
growth this year will be cM pety 





| BANKING 


` By Glenda Korporaal in Sydney 
: F ormer opposition leader Andrew 





Peacock had barely conceded defeat 

in the Australian election before 
rumours started that a predicted shake- 
up in the banking industry was about to 
begin 


1 The rumours were confirmed on 2 April 
. ina televised news conference: Melbourne- 
. based Australia and New Zealand Bank- 

ing Group (ANZ) is to pay A$3.8 billion 
. (US$2.87 billion) for control of Australia's 

second-largest insurance company, Na- 
tional Mutual Life (NML). If the transaction 


"v 





.. funds under management. This will make 
.. it Australia and New Zealand's largest fi- 
.. nancial-services group. 


. Mutual Royal Bank, a joint venture be- 

tween NML and the Royal Bank of C&na- 
М 
of 
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ational Mutual Royal was viewed as 
the more successful operations to 


da 
one 


NI 


zm 


. emerge after Treasurer Paul Keating 
. awarded 16 foreign-banking licences five 
E years ago. 

be 
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^ The joint venture made a promising 
start by acquiring Sydney-based building so- 


А EU United Permanent, which provided it 
with a solid base of retail customers. How- 






ing an Australian banking presence. — 
ANZ-NML raises questions 


E ка ge 
| about the other joint-banking venture 


formed in the Keating era of deregula- 
_ Чоп — Chase AMP, the offspring of New 
_ York's Chase Manhattan bank and Austra- 


lia's largest insurance concern, AMP So- 
= Five years after the foreign banks were al- 
_ lowed to compete in Australia, it has be- 
соте clear that the market was much more 





foreign banks are ex- 
periencing are partly the result of the sheer 
- Weight of competition: Keating’s decision 
to allow in 16 new banks was a far cry from 
. the originally mooted five or six. Australian 


^ 


: 
» 


- 58 


- 
nf E ~ A. im 9 алй a p 2. m. a 


_ Shake-up expected in Australia’s banking sector 
Urge to merge 


banks have also put up a vigorous defence 
of their territory with heavy spending on 
capital equipment such as automatic tellers, 
new marketing campaigns and staff retrain- 


ing. 

Of the 16 foreign banks that set up shop 
with great enthusiasm and fanfare, only 
three — NM Royal, Chase AMP and 
Citibank — appear to be making a serious 
mark on the Australian banking scene. 
Many of the banks sought to gain market 
share by lending to the fast-growing entre- 
preneurial class in Australia. They are now 
licking their wounds. 

The past few months has seen a string 
of losses reported by foreign banks. Hong- 
kong & Shanghai Banking Corp.'s opera- 
tions sustained a loss of 
A$82 million in 1989, fol- 
lowing a profit of almost 
A$11 million in 1988. This 
included some A$174 mil- 
lion in provisions to cover 
its exposure to troubled 
Australian companies. The 
bank, which is a major len- 
der to the Bond group, re- 
cently confirmed it had 
tightened up its lending 

ces. 

Standard — Chartered's 
Australian unit reported 
a 1989 loss of A$55 mil- 
lion after A$70 million 
in bad-debt provisions, 
a sharp reversal from a 
A$8.3 million profit 
in 1988. Barclays Bank 
of Australia reported a 
loss of A$80 million in 
1989 after a profit of 
almost A$7 million a year ` = 
earlier. 

Australian banks are 
also expecting increased provisions for bad 
loans to eat into profits. The situation 
prompted National Australia Bank chief 
Nobby Clark to observe: "I can see where 
there'll be a sort of raffle run by Paul Keat- 
ing: first prize will be a weekend at Coogee 
[a downmarket Sydney beach] and second 
prize a banking licence." 

At the same time as foreign banks 
were ing their operations in Aus- 
tralia, the Big Three domestic private banks 
— ANZ; National Australia Bank (NAB), also 
based in Melbourne; and Westpac — were 

ing convinced of the need to 
euge dui base through ا‎ A 
mergers. As Clark puts it, they saw the 
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Keating's deregulation era. 


need to attain a critical mass to allow 
them to compete with the world’s largest 
banks 


Late last year in a flurry of buying, ANZ 
and NAB bought cross shareholdings in 
each other. It became increasingly clear that 
the two banks were having serious discus- 
sions about a 

If NAB and ANZ merged, the th 
went, Sydney-based Westpac would have 
to act to protect its position as Australia’s 
largest bank. Under one scenario, Westpac 
would merge with the Commonwealth 
Bank, which is owned by the federal gov- 
ernment. Under another, it would pounce 
on smaller state-based banks that have 
emerged in the past few years. Share prices 
of Sydney-based Advance Bank, the new 
Bank of Melbourne and Perth-based Chal- 
lenge Bank have been running well above 
fundamentals on the prospect of a takeover 
by one of the Big Three. 

Sensing a rising concern among Austra- 
lians about the power of some big Aus 
lian banks, Keating moved quickly nc 
allow this to become an electoral issue 

damaging to the Labor 
$ Party. The message from 

Canberra was strong: no 

more action on the bank 

takeover front before the 


polls. 

With the election out of 
the way, ANZ moved 
quickly to tie up relations 
with NML. The announce- 
ment of a full-scale link-up 
with NML i the 
market and has set the 
scene for major changes in 
Australia’s financial-ser- 
vices sector. 

ANZ says it is keen to 
link up with an insurance 
company because of the 
increasing amount of per- 
sonal savings going 
pension funds. Wes _ 
has established a life assur- 
ance business of its own, 
though ANZ and NAB have 
had trouble following suit. 
The deal will provide an 
A$3.4 billion capital injection for NML from 
ANZ in exchange for shares giving ANZ 5196 
control of the insurance business. 

The move puts pressure on the other 
two major banks and АМР to assess their 
role in the financial-services market. It may 
also set off a scramble to snap up smaller 
banks 


Commonwealth Bank would have been 
on the block had the conservative opposi- . 
tion won the election, but its privatisation 
seems to be off the agenda under a Labor 
government. If the 1980s was the era of de- 
regulation in Australian financial services, 
the 1990s are shaping up to be a time of 
rationalisation and consolidation. [I 
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Bank Negara predicts GDP 
in Malaysia to grow 8.3% 
К > Malaysia’ s GDP for the fiscal year 
` (ending 31 December) should expand 
8. 3%, according to Bank Negara. The 
. central bank's 1989 report also said GDP 
grew 8.5% last year, down from 8.7% in 
the previous year. The bank said rising 
s imports and foreign investment caused the 
_ merchandise-trade surplus to narrow last 
> year to M$10.2 billion (US$3.74 billion) 
from M$14.6 billion a year earlier. 
Escalating freight and insurance payments, 
as well as foreign-investment activity, 
resulted in an expansion of the services- 
:account deficit to M$10.8 billion from M$10 
billion a year earlier. Also, the current 
“account swung to a deficit of M$400 
million, or 0.4% of GNP, from a surplus of 
9 billion, or 5.7% of GNP, a year 
er. 











Japan grants loan package 

for Malaysian projects 

> Japan will extend soft loans of up to 

1058395 million to Malaysia to help finance 
the Malayan Railway Improvement Project 
and regional and rural development 
projects. The loans are part of Japan’s 
Overseas Development Assistance 

e to Malaysia and will be made 

available through the Overseas Economic 
Cooperation Fund. The 25-year credits 
carry ап annual interest rate of 

2.9%. 


Taiwan announces share prices 
of banks to be privatised 
> Taiwan's Ministry of Finance 
announced prices of the shares of three 
rnment-owned commercial banks to 
. -Jld to the public from 14-19 April as 
part of their privatisation. Shares of Chang 
- Hwa Commercial Bank, First Commercial 
Bank and Hua Nan Commercial Bank will 
be sold through a lottery for between 
NT$545.90 (05820. 70) and NT$587.35 
. each, about a 20% discount from their 
levels during; March. The 46 million shares 
ою be sold will absorb some NT$24 billion 
- from the market. 


| Hongkon ‘slams Paladin 
-in a landmark case 

>п а landmark decision, Hongkong’s 

‚ Con nmittee on Takeovers and Mergers 

'ged bankrupt Auckland company 

за Ec ie г and id Hongkong- 
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principals and Pun to make a retroactive 
general offer of HK$1.10 (14 US cents) for 
outstanding Paladin shares. In August 
1989, Paladin purchased parent New 
Zealand Equities, despite the objection of 
Hongkong authorities and minority 
shareholders. 


KLSE plans to set up 

interim depository system 

» The Kuala Lumpur Stock Exchange 
(KLSE) plans to introduce a Broker 
Depository System (BDs) by July. The 
system, which will be under the auspices 
of a newly formed company, Malaysian 
Central Depository, is considered an 
interim solution to prevent loss of scrip 
until a central depository to ease the 
transition to scripless trading can be set up 
early next year. Meanwhile, the KLSE, 
plagued with scrip problems since its split 
with Singapore's stock exchange last year, 
said members must comply with new 
minimum paid-up capital requirements of 
M$20 million (US$7.3 million) by June. 






Business indicators - : 


‘Stockmarket price-earnings ratios 
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Thailand raises bank rates 


in an effort to slow economy 

> In a move to cool the country's booming 
economy, Bank of Thailand, the central 
bank, raised the interest rate for savings 
deposits at commercial banks to 9% from 
7.75%. In addition, the Ministry of Finance 
ordered banks to cut credits to luxury 
condominium and golf course 
developments, while the Lands 
Department has slowed land transfer 
approvals as a measure to dampen land 
speculation. Meanwhile, Thailand's 
economy in the fiscal year ended 30 


September 1988 grew 13.2% from ће - 


previous year, the National Economic and 
Social Development Board reported. It had 
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Thai agency refuses to con 
Bangkok's skytrain р! yrs ci 





























































Raid 1 Transit Authority (ЕТ | 
make a decision on whether- 
should be given the go-ahead. T 
pushed the decision into the hands of 
Minister of the Interior Banharn Silpa- 
archa, raising fears among the business 
community that the plan will be decided 
on a political basis and not on financing or 
technology merits. Just before the ETAS 
move, Canada's Lavalin Group уаѕ = 
allowed to submit financing plans on the: 
project, despite a commitment by the ET 
to negotiate with Asia-Euro Consortium 
which is led by Australia's Leighton: - 
Group. 


Caltex offers to build 

two refineries in Thailand 
>» Caltex Oil (Thailand), unhappy with th 
Thai Government's order to build а 
controversial fifth refinery in southern 
Thailand, said it wants to build two rie 
refineries. The company proposed to buil 
the fifth refinery on the booming industr 
eastern seaboard and a sixth refinery in t 
south. Only a month before awarding th 
company the controversial unplanned fifth 
unit, the government had told Shell Co. 
Thailand it could build a fourth refinery on 
the eastern seaboard. En planners — 
have said the fifth unit would lead to: 
oversupply if built according to Caltex’s - 
plan. They prefer the company to site the 
unit in the south and export excess 


capacity. 


Another Chinese hotel 
seeks credit help 


>» The Golden Flower Hotel in Xian, capi 
of China's Shaanxi province, became th 
latest Chinese joint-venture hotel to seek a 
restructuring from creditors on 3 April afte 
missing payments on two loans totalli 
US$35 million. Earlier, owners of the 
Guilin Sheraton in Guangxi provin 
Shanghai Hilton, and. the Beijing \ 
Trade Centre entered into neg 
reschedule loans as the hotel : 





to bankers, up to 90% of hotel, | 
condominium and office-block p: | 
started in China since 1983 are in t 
process of renegotiating: loans 
to soon. Credit dried up апа осс 
rates plunged throughout the cc 
the aftermath of the government 
crackdown on the i cdam. 
movement last yen. | 
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hile much has been made 
of Malaysia’s scrip tangle, 
Bangkok’s desperate settle- 
+ ment problems, at least where 
reign investors are concerned, have es- 
ped notice for months. The problems are 
saused by the amount of paperwork in- 
volved in repatriating investment funds. 
. Under the government's foreign ex- 
change-control system, this has always 
been a difficult task. But with the growth in 
Securities Exchange of Thailand (set) vol- 
‘umes and Bangkok Bank's (BBL) domina- 
on of custodial services, it is now almost 
impossible. The system has nearly broken 
down because of the mountain of paper- 
work, according to one broker. It is taking 
foreign investors up to nine months to get 
their money out of the country. 
_ The problems are so bad that BBL chief 
Chatri Sophonpanich is reported to have 
asked Bank of Thailand (Bot, the central 
bank) to free up exchange controls, at least 
temporarily, so the backlog of remittance 
demands can be cleared. 
. The Bor allows foreigners to remif SET 
profits, as long as they reported the invest- 
ed funds on the central bank's EC-71 form 
when the funds first entered the country. 
ost brokers give the extensive paperwork 
this takes to one of the commercial bank's 
custodian departments. 
. The central bank insists that all transac- 
tion papers must carry identical names and 
that the figures involved must tally so all 
the money can be neatly accounted for. But 
the financial world is rarely neat. The re- 
.is a pullulating mass of explanatory 
Japerwork. . 
_ Since the third quarter of last year, the 
system has been unable to cope with the 
growing mountain of paper. BBL’s custo- 
dian department, which handles most of 
the business, is on the verge of collapse, 
brokers say. Over the past year, BBL has lost 
two custodian centre managers and several 
staff, An unknown quantity of paperwork 
| also disappeared. According to one 
ker, his firm flew in a man from London 
ially to sit in BBL's offices for several 
«s and hunt for missing documents. 
espairing brokers cannot even switch 
ther bank's custodian department, 
the paper chase inevitably leads 
BBL. Ar 








































































Bang kok’s other snarl- 


sists that all the paperwork for remittances 
must be completed. That sounds like a 
good reason to change the rules. 


Shroff's comment a few weeks ago about 
the nefarious way Thai brokers were trying 
to stitch together an underwriting cartel 
was not meant to suggest that Shroff actu- 
ally liked the way New Imperial Hotels has 
been operating. 

New Imperial snubbed its underwriters 
to place shares privately, in advance of a 
listing, at a price which was 40% higher 
than the one offered by the underwriters. 
Encouraged by its success in its home mar- 
ket, the hotel group has gone on to display 
its greed in international markets. 

In raising capital from Baht 220 million 
(US$8.5 million) to Baht 1 billion, New Im- 





Bangkok Bank: in a jam. 


perial first sold 7% of the issue to employ- 
ees and friends at Baht 105 a share. 

New Imperial then found Credit Suisse 
First Boston (CSFB) to sell its shares abroad. 
The price? Baht 170-180 — a price which 
local investors, and even banks trying to 
push the shares onto their customers, have 
found difficult to stomach. 

Even foreign investors as far away as 
CSFB's offices in London found it difficult to 
look upon the shares as a bargain. Word is 
that CsFB’s enthusiasm to get its name 
known in Thai equity markets is not 
matched by its enthusiasm for carrying a 
stack of unbudgeable Thai hotel shares on 
its books. 

The lack of enthusiasm is hardly surpris- 
ing, given that New Imperial's price makes 
the reigning Thai hotel counter Dusit Thani 
look incredibly cheap. New Imperial has 
four hotels with approximately 800 rooms 
and several undeveloped properties. Com- 





=, Whose flagship charges decidedly less than... 















the Dusit Thani Hotel — is valuing its 
rooms at several times those of Dusit Thani 
and in fact at more than those of the Man- 
darin Oriental in Bangkok. 

It is difficult to value the substantial de- 
velopment property and land of both 
groups. But, as one broker said, it appears 
that New Imperial is valuing itself on the 
basis of hotels not even under construction 
yet — at a time when analysts are increas- 
ingly bearish about the Thai hotel sector's 
prospects. n Paul Handley 


The old Asia hands at Jardine Fleming (JF) 
pride themselves on “going native” in any 
market they broach. They go out of" ' 
way to staff up with street-wise locals fl 

in vernaculars and operating styles. 

But Taiwan seems to be one country 
where the entrenched business culture has 
proved too much for the venerable Hong- 
kong hong. Rather than adopt such local 
"folkways" as illegal margin lending, com- 
mission kickbacks and unbridled specula- 
tion in the house trading account, JF has de- 
cided to divorce its Taiwan partner, Chin 
Ting Securities, after only a year of uneasy 
wedlock. 

But the separation is by no means a vote 
of no-confidence in the Taiwan market, ac- 
cording to Blair Pickerell, head of JF 
Taiwan. Indeed, JF wanted to buy out its 
partner, rather than the other way around. 
But Chin Ting's counter-offer was sim- 
ply too good to refuse: a capital gain of 
US$20 million on the NT$25 million 
(US$943,000) that JF had paid for 25% of 
Chin Ting. 

By that reckoning, Chin Ting has gx 
ated US$80 million of “goodwill” in as 
Pickerell points out. Among its more nota- 
ble triumphs, Chin Ting seized a 67% share 


чо. 


of the market for Taiwan unit trusts, © 


brought out the island’s first locally mar- 
keted convertible bond issue and bagged _ 


the contract for the second ‘one. | 

After the divorce, JF Taiwan сап still 
hang onto the unit trust business. But, in 
order to function as a broker, underwriter 
or trader on its own account, JF will have to 
take on another partner. One is reportedly 
already lined up. This time, JF will probab- 
ly пай down firmer operating control, 
through both equity stakes and manage- 
ment contracts. 


But, after relaunching with its new part-.. 


ner in a few months, JFs Taiwan affiliate. 
might not run as extensive an operation as 
Chin Ting, especially if a market downturn 
leads to an industry shake-out. — — 
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| Results 
The audited consolidated resuits for Cathay Pacific Airways Limited for the year ended 
3ist December. 1989 were: 





























Year ended 3ist December 
Note 1989 1988 
НКМ НКМ 
"Turnover 17,278. 15.097.7 
c mgprofit 3,937.3 3,750.8 
‘Net finance charges 146.3 564.8 
Net operating profit 3,791.0 3,186.0 
Share of profits of associated 
companies 113.6 99.7 
‘Profit before taxation 3,904.6 3,285.7 
Taxation i 569.7 446.9 
<- Profit after taxation 3,334.9 2,838.8 
‘Minority interest 14,3 15.1 
Profit attributable to shareholders 3,320.6 2,823.7 
Dividend 1,203.1 1,031.2 
Retained profit for the year 2,117.5 1,792.5 
Earnings per share 118.9€ 98.6€ 
- Dividend per share 42.0€ 36.0€ 
Noted 1989 1988 
HKSM HKSM 
The taxation charge comprises 
The Company and subsidiaries: 
Hong Kong profits tax 150.7 145.5 
Overseas faxation | 352.1 231.7 
Deferred taxation 32.6 95.5 
eritover) provision in 
spect of previous years 18.9 (41.7) 
554.3 431.0 
Associated companies: 
‘Hong Kong profits tax 15.4 15.9 
: 569.7 446.9 
un Hong Kong’ : rofits tax is calculated at 1614 per cent. (1988: 17 per cent.) on the assessable profits for 





^ dheyear. Overseas taxation is calculated at rates of tax applicable to assessable profits in countries in 
. which the Company is s sessed for tax. 
“Noted 
` Directors" ОР. 77а associates 
ТАЗ December 1989 the mu directors held beneficial interests in the shares of Cathay Pacific 
Airways Limited: E 


8 MP Miles ^ 
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1989 Final Results 


_ 1996 and 1997. In the first halfof 1991 a decision will be made on whether to convert options for. five 


“2 864 511,540 shares). The annual report for 1989 including the chairman's statement and the sud 


Although operating profit margins were adversely affected by increased costs, а substantial improvement | ٠ 
in the return from the funds with investment managers contributed much to these results, The profit 
attributable to shareholders increased by 17.6 per cent, over the 1988 results to HK$3,3206 million. 


Dividends: An interim dividend of 10.5¢ per share absorbing HK$3008 million was paid to | 
shareholders on 29th September 1989, The directors will recommend to shareholders atthe annual С 
general meeting on 30th May 1990 the payment of a final dividend of 31.5€ per share absorbing 

HK$902.3 million, payable on 6th June 1990 to shareholders registered on 26th May 1990. The share ^c 
register will be closed from kith May 1990 to 26th May 1990, both dates inclusive, The total dividend > ; 
for 1989 would thus amount to 42.00 per share as against 360€ per share paid in respect of 1988, 2 


Operations: To meet the growing demand for air travel, six additional aircraft were introduced inte 
service during the year. These included thé first two of the Company's commitment for fifteen ultra: г. 
long range Boeing 747-400 aircraft which have been deployed primarily on European routes, A hid; 
such aircraft was acquired on a short-term operating lease basis. Three TriStars were also acquired. - 
The total capacity of the airline increased by 9.2 per cent. and the revenue load factor was 75.6 pe 
cent. compared with the 75.4 per cent. achieved in 1988, At the end of the year the Company oer 
a total of 36 wide-hodied aircraft, 19 Boeing 747s and 17 TriStars. 


Financing: Net borrowings at 31st December, 1989 amounted to HK$2,748.4 million compared with 
HK$4,665.7 million a year earlier, The decrease reflects partly the retained cash flow from airline 
operations and favourable foreign exchange movements, particularly the amount of commitments 
affected by the drop in the value of the Yen: The weaker Yen also accounted partly for the reduction in 
the amount of the long term unrealized exchange loss on foreign currency financings from HESA 157.4. 
million at 3ist December, 1988 to НКЅ2 731.9 million at 31st December, 1989. These financings are. 
denominated in foreign currencies in whicBthe Company earns revenue surpluses thus effectively. : 
hedging these liabilities. 


Dragonair: In January 1990 the Company and Swire Pacific Limited agreed with the principal | 
shareholders of Hong Kong Dragon Airlines Limited (“Dragonair”), China International Trust & 
Investment Corporation Hong Kong (Holdings) Limited ("CITIC Hong Kong") and Mr. Ronald 
Chao, that the Group would purchase 240 million shares of HESE each representing 30 per cent: of. 
Dragonair s issued share capital of HK$800 million at a cost of approximately HK3294 million: At the: 
same time Swire Pacific Limited purchased 40 million shares of HKSI- each representing 5 per cent; of 
Dragonair's share capital. Following these transactions, CITIC Hong Kong held a 38 per cent. interest. zu 
in the share capital of Dragonair, excluding its interest as a significant minority shareholder in the 
Company, and Mr, Ronald Chao held a 22 per cent. interest in that company. At the same time the. — 
Company entered into a management services agreement to manage Dragonair. A number of senior. 
personnel, including the Chief Operating Officer have been seconded to Dragonair front the Company. 


Prospects: Load factors in 1990 are expected to remain high, particularly in respect of passenger 
traffic, although cargo activity may grow at a more moderate level. The Company is planning. to 
increase capacity by almost 20 per cent. to meet this forecast demand. 


Operating margins will be affected in 1990 by substantially increased costs, particularly in respect ofc 
personnel and, as appears to be likely, also in respect of fuel: there will be only limited opportunities 
to increase yields. However, in the absence of other adverse factors the Group is looking forward to 
another good vear. 


Forecasts for passenger and cargo traffic demand in the medium to long term remain strong. At the VI 
end of 1989 there was a commitment outstanding for a total of nine long range Boeing 747-400 aircraft. E 
There was also a Boeing 747-200 freighter on order. Subsequent to the end of the year the Company E 
has converted into firm orders its options for four Boeing 747-4005 to be delivered in 1992 and entered. 
into ag option agreement with Boeing Company far further Boeing 747-400 aircraft to be delivered in -i 


more Boeing 747-400 passenger aircraft (estimated value US$700 million) into firm orders. Теве 

options form part of a series of options for Boeing 747-400s extending over a period, cónversion of 
which is required in advance of the relevant delivery years. An eighteenth TriStar has also been. 7. 
acquired in 1990 to meet current demand. Arrangements have been made for the future dispos afi 
TriStar fleet and in that respect orders for ten Airbus A330s for delivery commencing : 
been placed and options for further such aircraft are available. Having regard to the ful 
the aircraft manufacturers which now extend for several years, the Company i is particular | 
placed to obtain the new capacity which it will need. is 


Earnings per share are calculated by reference to the profit attributable to skacehoidiéss of к 
million (1988: HK$2,823.7 million) and to the 2864 511340 shares in issue throughout the year (198 


for the year ended 31st December 1989 will be sent to: shareholders on 3rd Máy 1990... 


Hong Kong, 27th March 1990 










Appointments Miscellaneous 


BRUSSELS 
Facilities with confidence and союп 


at a cost you can afford on avenue 
Louise 375-480 ITT Tower in Brussels. 


A prestigious address — executive of- 
tices fully equipped — professional 
multilingual secretaries — conference 
rooms and meetings facilities from 8- 
200 people + parking — skill training 
facilities for a day, a month, a year. 

Contact. Mrs Darquennes or Mrs 


Cacheux in Brussels, 
tel: 32-2-641,78.11. fax: 32-2-648.64.13 


HEAD OF ASIA AND PACIFIC REGION 


£17,206 per annum (pay review pending) 























Amnesty International (A1) needs a Head of the Asia and Pacific region of the Research Department 
based in London. The work of the department includes investigating and documenting human rights vio- 
tations in the region and preparing initiatives to be taken by Amnesty International in relation to prisoners 
of conscience, trial procedures, the treatment of prisoners and the death penalty, 








The Head of Region occupies a middie management position within the International Secretariat of Al. S/ 
he supervises some 24 staff on strategy and techniques for action and research; approves texts and ac- 


tions prepared by the research staff; advises on policy matters and has immediate responsibility for va- 
rious administrative, budgetary and personnel matters. ; 


Candidates must have sound political judgement and extensive knowledge of the Asia and Pacific re- A 

gion, А specialist knowledge of at least one sub-region would be an asset. Experience of demonstrable M B A 2 

ability in supervising specialist staff is necessary, as is the ability to communicate well in English both or- Private. non-UK University offers ex 

ally and in writing, and to represent A! externally. Knowledge of an Asian language and/or another Euro- Bachelor and Master's degree cours 

pean language would be an asset. Business Administeatine, Law, Бонбон 
Business Ethics & the Humanities. Also 


Closing Date. 21 May 1990 Please quote Ref No: RD/7 Doctorate. PhD - No тейеш 
requirements. Fax for details: 444/787 278478, 


Neil Gibson & Company, Dept. FER, 
PO Box3, Sudbury, Suffolk, England. 


















“or further information and an application form please contact 
Personnel Office, Amnesty international, international Secretariat. 
1 ei (011837 5805 
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RECRUITMENT CONSULTANTS GROUP И Education O | 









3 London Wal Buildings, 

London Wall, Landen ECEM SPJ 

Tel: 01-588 3588 or 01-588 3576 
Telex No. 887374 Fax No. 01-856 8501 


: SOA challenging position — scope exists to accrue capital and to 
: become Chief Operating Officer 


CSA DIRECTOR — OFFICE 
LEASING AND AGENCY 


` SINGAPORE | £40,000-£60,000 




















ST. GEORGE’S SCHOOL 
(Founded 1927) 
CH-1615 Clarens-Montreux 





йрй a ea 








EXPANDING INTERNATIONAL PROPERTY AGENTS Beautiful ip aier international Boarding ко for girs зор 2 
11-19 years. Preparation for university admission by G.C.E. «О» &« 
, f AND CONSULTANTS and American S,A, T. & CEEB. Camar Science. intensive English & French, Own sw 
dx For this new appointment, we invite applications from ARICS Or min ool, tennis & basketball courts (indoor & outdoor). А 
. Candidates with similar qualifications, aged 28-40, who have demon- SUMMER COURSES FOR BOYS & GIRLS (9-16 years). 


strable office leasing and deal making experience. To have worked in 
|. Asia wil be an advantage. The main task is to build up the Agency 

с Division, specialising in commercial, retail, industrial and residential sales 
-and leasing. The ability to expand, manage and motivate an effective 

team and carve out a significant share of business in this competitive 
< market is critical. Initial remuneration negotiable by way of salary + 
|  5onus/profit share, £40,000-£60,000 + car allowance, contributory 
|. pension, life assurance, accommodation, removal expenses, leave air 
| passages. Ref: ADPLATOS/FEER. 


` MANAGER — AGENCY AND 

. PROPERTY MANAGEMENT 
BANGKOK. £30,000-£40,000 ^ w 
г An exciting opportunity exists in the same Group, to expand a small D AE 
Valuation. business to a sizeable full service agency and property ; 
management operation to cover commercial, residential and industrial 
market sectors: S 


Теп 2179643411, Tx: 453121, Fax: 21/96449 32 


School year courses i152 years) 
French and «Finishing», French and. Art, French and English 
(intensive), Many optional courses ~ Winter sports. 









MONT-FLEURI 
international School Summer holiday courses 
for Giris (from 12 to 18 years). French - English ~ Cooking - Sports 
For information: 
SURVAL-Mont-Fleuri, Route de Glion 56, CH-1820 Montreux 1, 
Phone 021/963 86 63, Telex 453162 surv ch, Fax 021/9637013 


*LE MANOIR · 
CH-2520 LA NELIVEVILLE TEL. 038/5136 ЭВ 
COMMERCIAL STUDIES Secretary 
English - German ~ Spanish - Манап ~ Summer 
à Held E 
Eo" EDUCATION WHICH LEADS TO SUCCESS и 









































institution | mE Е | er 1 Geneva} 
ри E. AT. e ot ri 1 £61 
| Chateau Mont-Choisi ESSE Fer. 0117188777 


ME Fax 024/28 8864 


иш C1009 Pully-Lausanne | : 



















INTERNATIONAL BC 
facilities for study and: 
Pin 


Property 








AUSTRALIA 


PRIVATE SALE gam | 
THE “NOTED” FERNBANK | 

440 На ~ 1088 Acres | 

GOULBURN RIVER FRONTAGE 


Desirable Goulburn River property offering some of the most productive 
tand in the district, A well balanced property with 350 ac ot prime 
Goulburn River aliuvial flats, renowned for cattle fattening, 240 ac of 
undulating toothills and the balance timbered hill country. 19 ac planted. 
to Raspberries complete with snap freezing plant and established. . 
markets. 
"FERNBANK" boasts many improvements including architecturally f 
designed 4 bedroom home, recently renovated. managers residence, 1 
2 stand shearing shed, 103 x 24' machinery shed, snap freezer unit and 
cooiroom, 3000 bale hayshed, 2 Nelson silos and new cattle yards. 
"FERNBANK" offers prospective purchasers a truly unique apportunity 
to acquire a highly productive farm, diversified to generate an income 
mix needed to meet the demands of farming in the 80s. 

ORASTE by appointment: 

15 mion 

TERMS; 10% ый balance 8 days or eariier, 


37 Grant Sued, Sen. vic. 
Pit 1087172 1 
At Jahn Mey m 73 2404 




















tool for China a 
traders 





ow vou can have 
INR the. China 

CHINA | Telex and Fax 
ИУС 79.60 Directory, the only 
DIRECTORY directory of its kind 





available in the market. 


China Telex & Fax 
Directory is a vital 
communications tool 
for all China traders. 
| bs: MEE Compiled from our 
For Your Direct Mail Needs In China. own database, it 
ta с. provides the most 
comprehensive listing 
of up-to- date and accurate telex and fax numbers of 
all the significant organizations in China. Indexed in 
- four ways, you'll find it easier and more convenient to 
COMES 















ELDERS IX. LIMITED 


munes PARI A ALII APIS PASA i tt P رم‎ a a و‎ ——— ^ v 
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Course 


PALM SPRINGS CALIFORNIA / 


GOLF COURSE. In heart of World's Most Famous 

Desert Golfing Resorts. World Class Restaurant, plus 
room to build a 100 unit LUXURY HOTEL & Execu- 
tive Cottages. For full details contact Allan Weaver ог - 
Mo Freedman, Great Western Real Estate, 1590 5 
Palm Canyon Dr., Palm Springs, Ca., 92264 USA. 




































1. Alphabetical listings of companies and 
| organizations. 
|. 2. Geographical listings of names and 


, numbers. Tel. 619-325-0931/Fax 619-325-0763. 
3. Numerical listings of telex numbers. АП communications confidential. 
4. Alphabetical listings of telex | 

answerbacks. COPYRIGHT REPRINTS : 

The combined efforts of the Far Eastern Economic Review's large and | 

You can get this extremely useful book bv simply completing the order highly skilled editorial team have made it the premier source of infor 
form and sending it along with your payment to China Phone Book Co., mation for those who do business, or have an interest, in or with Asia. m 
Ltd., СРО Box 11581, Hong Kong, . As a testimony to the publication's editorial quality, many Review arti- 


cles have, over the years, been reprinted in newspapers, magazines 


p= ки ки мити  — н ки жа чиш аө educational textbooks, newsletters etc throughout the world. 


i Шок diag BOOK CO, ПОРО Васин l Should you as an editor, publisher or on behalf of an organisation, edu 
a i Eie айп HEEE Telex and Fax Direc- i cational establishment etc wish to enquire about our reprint. an 
| tory 1989/90 as indicated. China copyright charges, please address your correspondence to: | 
W NAE oro tial nasa Сыдыра e Managing Director ^ 
| i KE RENE MEE CS шл HUE UTE Review Publishing Company Limited 
| Company: a SS T GPO Box 160, Hong Kong 
pes PESSA TENEAN И ИИ КЕЕ BRUT Rg Tel: 8328300 Fax: 8345987 ‘Telex: 62497 REVAD HX 


TOT. aco a see ue 


————— ———————— st 


: С China "Telex 8 & Fax ee 1989/90 
і - Price: Hong Kong - HK$8175 + HEMO for posage & packing 


We welcome enquiries from all interested parties and assure you of ou 
prompt, individual attention. 


— A Чү ын 











l Сем e ~ USA eluding rmat postage & packing? | 
Li jene "TE ME n payment thereof | "re om] urs LEA i i 
L2 1 (cheque payable t to The China Phone Book Co., на.) Readers are recom ie 
bL] Uprefer to charge ... c tomy credit card (tick DN 
| One} to make appropriate enquiries a 


Diners D MasterCard [C] visa O | 


e ТЕРЕ л Date: utn d Ne A RET | 
ve cess В0412СТЕ 


fore ыал: any money, in 








subsidiary of — 











hen people talk about artifi- 
cial intelligence, what they 
usually mean is a computer 
program that can perform 
1 tasks such as diagnosing dis- 
 eases or кыли airlines. Although hun- 
.. | dreds of these so-called expert systems are 
а use today, they suffer from a serious 
. | problem. Outside their area of expertise, 
= [they are incredibly stupid by human 
|: standards. 
= |> For example, describe a car with rust 
« | spots to an expert system that specialises in 
` contagious diseases, and it might conclude 
. that the problem is measles. The program, 
‚ you see, has no idea what a car is. 
-. Humans have a variety of ways of cop- 
5 ing with novel situations. When confronted 
_ by something new, they can ask somebody 
. about it or they can look it up in a book. If 
л all else fails, they can fall back on general 
v _ knowledge and make an 












_ | eral knowledge. Since 1984, 
1 however, a project to give 
__.| them some has been under 
way at Microelectronics & 
Technology 
Е (МСС) іп Austin, 
. Texas. The project's objective 
_ is to build a knowledge base 
| that will serve as the founda- 
tion for intelligent behaviour 
in computer systems. 
= But the projects im- 
mediate goal is to put an en- 
_eyclopedia’s worth of know- 
ledge, millions of items of 
-common-sense knowledge 
_about the world that people 
know without stopping to think about 
_ them, into a computer. The total number of 
| items that the projects researchers cur- 
_ rently have entered is around 2 million — 
in about 5,000 categories. 
. Ву 1994, project director Doug Lenat 
тес licts, the system will reach a crossover 
point. From then on, it should know 
enough to be capable of doing subsequent 
eaming mostly on its own. 
. The attempt appears to be making pro- 
ss. "When we started, I thought we had 
ш a 10% chance of success,” Lenat says. 
Now, I rate our chances at better than 50- 
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company had with an expert system that . 


because of its inability to make assump- 


tions, irritated clients by asking irrelevant - 


questions. 

The common sense knowledge-base 
project is one of several areas of advanced 
computing technology that MCC covers. 
The company is a joint-research consortium 
sponsored by 20 US companies, some of 
them the best-known names in the US 
aerospace, computer and semiconductor 
industries. 

With annual funding of about US$65 
million and 300 full-time researchers, MCC 
also conducts research in four other areas of 
technology: software, computer-aided de- 
sign, semiconductor packaging and inter- 
connect, and high-temperature supercon- 
ductivity. 

The consortium was conceived largely 
as a response to the Japanese practice of 





But what is its IQ? 


companies banding together to minimise 
research costs. In particular, MCC owes its 
origin to the fifth-generation computer pro- 
ject, an attempt sponsored by Japan's 
Ministry of International Trade and Indus- 
try (Miti) and involving all of Japan's major 
computer makers to leapfrog their US ri- 
vals. 

"When the fifth-generation project was 
announced [in 1981],” Lenat recalls, 
"everyone smiled because it was so ambiti- 
ous and naive. We thought, 'Of course, 
they won't do this stuff.” 

Today, the smiles have vanished. “If 
you look behind the curtain, it's actually 
pretty impressive,” Lenat says. “[The Ja- 
panese] have almost come up to parity with 


_ the US in the sophistication of their re- 
n and in their т peu е 
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It’s the thought that counts 
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One difference between the Miti project 
and its US counterpart is that the Japanese 
are also trying to build artificial-intelligence 
hardware, whereas Lenat’s team is concen- 
trating almost exclusively on software. 
Specifically, the Japanese are focusing on 
machines that process in parallel. (Conven- 
tional computers process instructions se- 
rially, one after another.) 

Several US companies are also trying to 
build parallel machines. "[The Japanese] 
are doing as well as we are," says Lenat. 
He adds, however: "But that isn't very 
good." 

Lenat believes there has been ^ акс 
false optimism. about. parallelism 
panacea” for all computer problems. vu: 
he contends that "there are only a few 
hundred cases of applications, such as wea- 
ther forecasting, where parallelism helps.” 

A second difference between efforts in 

the US and Japan is fund- 

ing. Lenat says the Japanese 

are pouring around 10 times 

more into research than the 
"US. 

“А le trend in 
the US over the last 10 or 15. 
years is that it has become. 
more and more difficult toj 
get long-range,  mission- 
unrelated funding," Lenat 
says. American artificial-in- 
telligence researchers used 
to be able to depend for cash 
on the Defence Advan 








possible now,” he says ; 

By. contrast, Japan is 
going the other way. In ad-| 
dition to the fifth-generation project, the Ja- 
panese are sponsoring Electronic Dictio- 
nary Research, a venture set up with fund- 
ing from Miti and the private sector. Lenat- 
says this Japanese venture alone employs 
260 people doing work that roughly corres- 
ponds to his group's. 

Lenat points out that the Japanese are - 
merely inputting information from refer- 
ence books and not making any attempt to ` 
have their computers understand the infor- | 
mation. He stresses that his group is also 
encoding the assumptions that the writers 
of the encyclopedia made about readers ` 
knowledge of the world. 

Despite this difference, Lenat worries | 
that with its superior resources, the Miti . 
group might finish first. "What Fm most 
afraid of,” he says, “is that [the Japanese] _ 
Bob Johnstone . 
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In ап age in which inter- 
national air traffic is expand- 
ing faster than most 

other branches of industry, 
Lufthansa is making its con- 
tribution to the environment. 
After all, it is something 
that affects us all and we 
want to do our bit towards 
making the world a pleasant 
place to live in tomorrow, 


too. The outward sign of this 
commitment is our invest- 
ment in new aircraft, such as 
the Boeing 747-400 and the 
latest Airbus generation, 
which are not only quieter and 
more economical but also 
produce far fewer emissions. 
At first glance, an investment 
of DM 11 billion for new aircraft 
may seem rather high. How- 
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ever, as one of the world's 
leading airlines, we consider it 
our duty not only to fly you 
quickly and comfortably all 
over the world but also to do 
so with the minimum of noise 
and environmental disturbance. 
State-of-the-art technology 
makes this possible. It's some- 
thing we owe you. 
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